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Regina, 
~1448- Thursday, 
February 1, 1945. 


The Commission met at 9.30 a. m., Mr. Justice 


McDougall presiding. 


MR. PARKER: You will recall, Mr. Chairman, that early 
in the hearings Mr, Grosch presented a brief on behalf of a 
number of independent dairies and some statements were made 
concerning the pool. It was understood when that case came 
up that Mr. Grosch would likely want to ask some questions. 
Mr. Gooding, representing the dairy pool, is here and he 
might present his brief and after Mr. Grosch has had an 
Opportunity of readine it, if ‘he feels Ghat he is not ready 
to proceed with cross-examination, the witness can stand 
aside until this afternoon. 

THE CHATRMAN: That is: in accordance with the procedure 
that we have followed until now. 

MR. MILLIKEN: Mr. Gooding, who arrived this morning, 
has asked me to represent him. I have not seen the brief and 
I would prefer to leave him off the stand until this after- 
noon and let Mr. Francis proceed, and in the meantime I will 
give Mr. Grosch a copy of Mr. Gooding's brief. 

MR. PARKER: That should be satisfactory. 

MR. GROSCH: I agree, 

THE CHAIRMAN: What do you propose in regard to the 
pool, Mr. Milliken? 

MR. MILLIKEN: In view of the fact that it would be 
impossible for the pool to be heard this week here, it 
would be asking a great deal to request that the Commission 
stay next week on that account. Coupled with that is the 
fact that the *lLberta U.G.G. peed will be heard at Ottawa, 
and the Manitoba Pool will have their case dealt with in 


Ottawa instead of Winnipeg. In the circumstances, I think 
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it would be more convenient for the Commission if they all 
came together. 

THE CHAIRMAN: That, I should think, would be the 
logical way of dealing with the matter. 

MR. MILLIKEN: We are prepared to go to Ottawa. 

THE CHAIRMAN: We may take it then, that these Near- 
ings are Poferred to Ottawa? 

MR. MILLIKEN: Yes sir. 

THE CHALRMAN: What have you this morning, Mr.Parker? 

MR. PuRKER: Whichever one Mr. Francis prefers. 

MR. FRANCIS: I propose to take up the very brief 


statement submitted by the Kandahar Co-operative Association. 


J. Be JONSSON, 
President, 
Kandahar Co-operative Association, 
having been duly sworn 
testified as follows; 
BY MR. FRANCIS: 

Q- You are the president of the Kandahar Co-operative 

association? ae Yess 
| Q@» And you are a farmer? Ae Yess 

Q. You have been in the district how many years? 
Ae Since 190%, 

Qe YOu are familiar with the conditions in the Kandahar 
district? A. Yes, very much so. 

Q- I understand that this short brief of yours was 
prepared by you and some of the directors and it has been 
discussed informally with most of your directors, and you have 
authority to come here on behalf of your association and 


present it? Aes 16S 


Q- Will you now read it. A. It is as follows: 
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"The Kandahar Co-operative Association, Kandahar, Sask. 


Incorporated under the Co-operative Associations sct of 
the Province of Saskatchewan, 


"To The Royal Commission on Co-opérasives: 
"Gentlemen, | 

"For the information and consideration of your Commiss- 
ion, we beg to submit as follows: 
"Locations 

"Kandahar is a village located. on the Canadian Pacific 
Railway at Section 21, Township 32, Range 17, west of the 
second meridian. North of the village is Big Quill Lake. 
some nine miles east and north is Wynyard. Dafoe is about 
seven miles west, while Quinton is approximately thirty miles 
south. .Thus Kandahar is the trading centre for a consider- 
able area and the maintaining of retail trading facilities w 
within the village would appear desirable to those living 
in the area. 

"The Village: 

"Within the village of Kandahar there is an up-to-date 
mC DSO. 2 (POST OLPLes.. a restaurants 8 ieiwory. bamey 2 
“olepuoue exchange, Lhe municipal rfice on Big Call) Rell. 
#508, three elevators, a store, and the private residences 
or the inhabitants. By and large, the village’ is the 
community centre of the district." 

The population of Kandahar is only 67. Continuing: 
"Danger of Losing Store: 

"In October, 1943, the proprietor of the only retail 
store in, Kandahar decided to close out the business. 
Residents of the village and district saw themselves faced 
with the possibility that they would be without any retail 
store services. No person appeared to be prepared to take 


over the store business. Jt seemed apparent that the loss 
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of the retail store would have far-reaching effects on the 
village. As a trading and community centre it might dis- 
appeare It was at this point that the people turned their 
attention to the possibility of establishing a cooperative 
store in Kandahar. 

“Kandahar Oil Consumers Co-operative Association: 

"The Kandahar Oil Consumers Co-operative Association 
was organized in 1939. I1t supplied its members with fuel 
and oil, and so satisfactory were its services that pract- 
ically every farmer in the district had become a member." 

The only oil company that was doing business in 
Kandahar before the cooperatives started had to pull out 
a year and a half ago because all the business was going 
to the cooperative local. Continuing: 

"PO ensure the. retention of retail store facilities 
in the village, the cooperative association undertook a 
Polvass. 0: (“the district. In sprite or a poor Narvese, 
shares were sold and loans secured to the extent of $4,000. 
24-18 estimated that 97 per cent of the people in the 
district bought shares. The stock in the store was purchased, 
& Capable manager was secured, and the Kandahar Co- 
operative Store was opened for business. 

"The Record: 

"This cooperative store has been operated over a short 
period. There are indications, however, that it is proving 
successful. At the end of one year's operation the stock 
was valued at $7,000 and the turnover had reached $40,000. 
The members have given their store their loyal support and 
appear satisfied with its services. 

"Conclusion: 
"The Kandahar Co-operative store operates on recognized 


cooperative principles. It was organized for the purpose of 
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serving the needs of its members and of the community. Where 

a cooperative can serve such needs it is making a distinct 

SOMUriDUeLOn tO the Social and economic Life of the people. 
WALL Of Which 1s Yrespectiully submitted; 


Kandahar Oil Consumers Co-operative 
association 


Per: J. B. Jonsson -- Secretary." 

BY MBs PRANC TS: 

Qe Lt have just one or two ‘questions to ask yous Are 
thers a Dumber of Natlonalities represented in the Kandahar 
community? A. We have practically all the nationalities 
bhbeao- are DOrn in this country. 

Qe Name them. A. On our Board we have two Germans, 
one Russian, one Norwegian, one Swede, and the president is 
an Icelander. May I add:.a little to that? 

QO. Yes. «A. When we first came here as pioneers we 
had a little trouble: among the different nationalities but 
in the last few years since we have organized and have been 
working together we practically have no trouble. We don't 
tte minegs that there is any but one nationality, and in fact, 
in our community we live together as one family. 

THE CHATRMAN: You are all Canadians now? 

THE WITNESS: We are all Canadians, sir, absolutely. 

THE CHATRMAN: Have you the usual statement and by-laws? 

MR. FRANCIS: Yes. Instructions have been given to get 
them for all these associations so that there will be no 
need to raise that point every time. That will be arranged 
through the Saskatchewan branch of the Co-operative Union. 

BY MR. FRANCIS: 

% Is there anything else you would like to add on 

behalf of your community? «A. Just this. When the people 


run up against something and don't know just how to meet it, 
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if they want to gct together and cooperate they can help 
themselves to do anything. I thank you for your attention. 
MR. FRANCIS: The next brief is from the Codette 


Consumers Co-operative Association Ltd. 


TAT 


ive E e MI ths 5) 
Secretary-Manager, 
Codette Consumers Co-operative 
Association Limited, 
having been duly sworn 
testified as Tollows: 

BY MR. FRANCIS: 
Q@. You are the Manager of the Codette Consumers Co- 
operative Association Limited? feet Ves. 


Q. And you have been Manager for sixteen years? 

QO. You were authorized by the Board of Dimeetors ior 
the Association to supervise the preparation of this brief, 
and.in doing so you have followed the instructions of the 
Board? ie "Vel 


Q» And you have been authorized and instructed to come 


mae 


i\ 


here and present this brief to the Commission? Ay Yes, 
Oe Will you, how. present-.your brief. fi LES not 
a very long document, It reads as follows: 


"Codette Consumers Co-operative Association Limited, 
Codette, Sask. 


"Incorporated under the Co-operative Association Act of 
the Provinee of Saskatchewan. 


"To the Royal Commission on Co-operatives, 
Regina, Saskatchewan. 


"Gentlemen: 

"For the information and consideration of your Conmiss- 
ion we beg to submit as follows: 
"Codette Consumers Co-operative: 


"Codette is a small village situated on Section l, 
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Township 50, Range 16, west of the second meridian.” 

I can peint out on the map just where that is, It 
ls in the northeast corner of the province. Continuing: 

"The trading area about the village is somewhat limited 
due to the close proximity of Nipawin on the north, Carrot 
River On-the east, Pontrilas on the south, and the Saskatch- 
ewan river on the north and west. .The village is located 
Onvane- Canadranm Pacific Railroad. 

"In 1929 the Codette Consumer Co-operative Association 
was Tormed by a group of farmers who felt that they could, 
through cooperative effort, provide themselves with goods 
more economically than was being done through non- 
cocperabive outlets. This cooperative organization in its 
initial stages handled only twine and a few bulk commodities. 
As orders were placed funds were raised from the members 
to pay for the goods when they were received. Soon, however, 
there arose a demand for wider services, and as a result 
Qu yecveral meetings the association decided: to enter “the 
retail store business, and to give the members as complete 
a store service as possible, 


Mombership 813 


"Capital $655 


"i, canvass was made for membership and capital. As 
Codette was, at that time, a relatively new district, in 
the homesteading Stages, and as the depression was beginning 
to be felt, the canvass succeeded in securing eighty-one 
members with a total share capital of only $655. The 
result was that initial services through the Codette Co- 
operative store were very limited, since all purchases had 
to be paid for in cash by the organization. Indeed 
it was often necessary to pay for goods before they were 


receivede This led to a great deal of inconvenience and to 
some 
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limitation of services. The members, therefore, at the seccnd 
annual meeting of the organization, unanimously approved a 
motion that until such time as the organization had sufficient 
working capital to enable it to give greater services, each 
shareholder would leave his savings in the association until 
be ted built up a total "of S100 An these savings. 

“Short History: 

"The members, board of directors, and the management 
were determined to give, through their association, such 
services as might be recommended from year to year by the 
annual meeting. The result was that while the scale of 
operations for the cooperative store was not wide during the 
first year, these operations had their effect on,price 
structure not only in Codette but in surrounding villages. 
In many staple commodities there was a price reduction of 
from S per cent to 10 per cent. This led to an increased 
interest in cooperative endeavour not only in Codette, but 
in neighbouring districts. 

"Services Rendered: 

"In its early stages the cooperative store handled 
mainly groceries. Some dry goods, hardware, oil, flour, 
and feeds were also handled. In time a full service in 
groceries, dry goods, hardware and petroleum products was 
provided to the members. The Codette Consumers Co-operative 
Association Limited, with other cooperatives, owns and 
operates the Saskatchewan Federated Co-operatives Limited. 
In.so far as possible, goods are procured through this 
organization. 

"Farm Produce: 
"During the depression, when there was practically no 


money in circulation, the Codette Consumers Co-operative 
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Associetion rendered a service to its members by exchangins 
goods for lumber, farm produce and fuel wood. From 1932 

to 19356 when the market for butter and eggs had almost 
disappeared, the cooperative continued to buy such produce 
even at a loss. This loss was through the cooperative, 
spread evenly over the whole community. The value of this 
trading service in>farm produce at that time can be best 
understood by whose who‘experienced the depression, and who 
were unsuccessful in securing such trading arrangements with 


non-cooperative businesses. 


"Over the years the organization had a steady growth. 
Sales have totalled $1,141,000. The net worth of the organiz- 
ation is $51,088. From an initial investment of $655 by 
eighty-one menbers, savings to the amount of some $23,000 
have Doel Turned back wo the’ Consumer an cash.” | Gurrent 
liabilities amount to $922.78. An amount of approximately 
$10,000 is held in a deferred dividend account, while reserves 
equal the amount invested in buildings and equipment. These 
Teer ves have Ves polit Up Over a term Or ‘eteven veers; 
according to the wishes of the members. The members con- 
sider these reserves as a part of their cooperative savings 
tbiat Should remain in the business inorder thav’ the’ organizat-— 
On ipnb bulla Facilitics, “such as needed buildings and 
equipment, coopsrative halls, recreation centres or other 
public facilities fof the use of themselves and for the good 
of the community. The idea is to provide needed services 
for the people. The building of reserves has been dis- 
continued four years ago, and a plan of retaining dividends 
has been adopted. Each customer with $5 invested in share 


capital, or with $5 accumulated dividend automatically becomes 
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a Shareholder if he so desires. Every member must hold 
investment in the organization of five $5 shares. After 
this equity is built up, all savings accumulated are 

piaced in ceferred dividends, on a three-year revolving door 
plan. This plan was adopted at a general meeting of the 
association. 

"Membership row numbers 3435: 

"Almost every person in Codette community is a share- 
holder in the Codette Co-operative organization, and 
practically all business done by the organization is with 
these shareholders. No attempt is made to secure business 
from those not wishing to become members. Many of the 
privately owned stores in the community closed or went out 
of business during the depression. The cooperative store, 
however, hesycontinued to. give service to, the public: and 
has attempted to expand these services to meet public needa. 
in this connection it could be pointed out that a privately 
owned butcher shop in Codette was closed. This left the 
village without a butcher. The cooperative association as 
a service to the people established a butcher shop, and 
although this shop was operated at a slight loss for a 
nombonr Ol) years nevertheless: iit) fidsbed: je; needed place wh 
the community. This is one example of the extension of co- 
operative services to meet needs even when a financial loss 
is anvolved, 

“Annual Meeting: 

"The association holds an annual meeting of its members. 
it has been the practice to invite all patrons, as well as 
'tFTeen-~age boys and girls to this meeting. All present 
are allowed to take part in the discussions but only share- 
holders are entitled to vote. Full reports are submitted 


on business transacted. Detailed financial statements are 
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given and decisions reached in regard to all matters of 
policy. 

"Tn 1943 a total of 178 shareholders attended the 
annual meeting. Also in attendance were forty-three high 
school students. It is interesting to note that at that 
meeting there were members of different religious faiths, 

Of Several different nationalities, and of diverse political 
affiliations, all working harmoniously together for the 
common good. Three members are elected annually to the Board 
of nine directors. Both sexes are eligible for election 

to the Board. 

"The Board of Directors meets regularly once a month, 
fuporcer bo Tacilitate its work, the Board has formed three 
committees of three members each, an educational committee, 
a finance committee, and an expansion committee. Each of 
these committees brings a report on the work done during 
the year to the ennusi meeting, 

"Educational Committee: 

"The educational committee attempts to keep the members 
advised of the activities of the organization and the co- 
operative movement in general. It selects and encourages 
young people to attend cooperative schools, more particularly 
the University Co-operative School. Such students are re- 
quired to submit reports to meetings in the community. 
"Business Practices: 

"The business practice has been to operate the 
organization as far as possible according to the Rochdale 
principles. In early years, however, it was necessary to. 
give 4 certain amount or credit, but the association is 
working toward a strictly Rey policy. 

"The policy of the association has been to set prices 


so as to meet all operating expenses and allow a reasonable 
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margin. Employees are paid a fair salary and are sold goods 
at the regular prices. Thus they can share in any savings 
and become members of the association. 

"Savings earned by the association through purchases 
made from Saskatchewan Federated Co-operatives Limited, 
when received by the Satan are placed in the surplus 
account along with savings made by the association. These 
Savings are distributed or allocated to the members on the 
basis of purchases made by them during the year. 

"Share Capital Returned: 

"If a member of the association leaves the Codette 
district, his share capital is transferred to the revolving 
docr fund ‘end is) peid “out eccording to plan, ior ‘may yin 
special cases, be paid out immediately. This automatically 
keeps the share capital in the names, or accounts, of purchas- 
ing members only. 

SDE Pore vir om asCorporatiron: 

"A cooperative organization differs in several ways 
froma joint stock company.« For examples John Jones 
purchases goods from a joint stock company, but he can never 
become a shareholder by his purchasing, and only the share- 
holders reap the profits made. In a cooperative organization 
if John Jones buys one hundred dollars worth of goods, and 
if the savings of the association allow it to declare a 
7 per cent dividend, then John Jones, the actual consumer, 
receives a 7 per cent rebate on the actual purchases he has 
made with the association. John Jones may or may not 
declare this dividend or rebate on his purchases when filing 
his income tax papers. For example, if it reduces his 
operating expenses, either on his farming or other business. 
it should be declared, but to the individual earning a 


salary only, it does not increase his income, but is merely 
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a Saving in his regular purchasing, and should be consider- 
ed the same as any saving or discount received on the 
purchase of food or clothing. 

"The number of shares an individual member holds in a 
cooperative does not affect his influence in the Operating 
of the business, as it does in the case of a joint stock 
company, because in a cooperative each member has the same 
voting power. There is no vote by Oy 6 

"The value of a share in a cooperative organization does 
not change in value as it may do in the case of a joint 
stock company. Anyone may become a sharcholder in a co- 
operative organization, either by purchasing.a share or 
through dividends credited to him or earned by him through 
the use he makes of the cooperative. The Codette Co- 
operative Association does not pay interest on share Capital. 
The share. capital each member is expected to hold is treated 
ere ly as his contribution to the operating of his business, 
and actually brings him no return.) DUL te. refundable. in 
full when he leaves the district, or on proper notice, 
wishes to withdraw his membership whereas the returns re- 
ceived from a joint stock company depend entirely on the 
share capital held. Thus it appears that the business of 
a stock company is carried on for the purpose of making a 
profit on invested capital. In the case of a cooperative 
the business is carried on as a service for the benefit 
of the members, and the savings, if any, are returned as 
dividends not according to share Capital but according to 
the use each has made of his organization. The savings 
retained in share capital and revolving door funds is the 
portion that each member must keep invested, and varies 


according to the use he makes of his organization. 
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"Codette Co-operative Pays Taxes: 


"The Codette Consumers Co-operative Association has 
been for some years past the largest taxpayer in the village. 
"Community Builder: 

"Tn addition to its main store and warehouses, the 
association has tanks for petroleum products on the railway 
Site, and has coal sheds in Codette and Pontrilas. 
"Conclusion: 

"The Codette Consumers Co-operative Association Limited 
has been organized to provide its members with goods and 
services.’ It returns its savings on a patronage dividend 
basis Lt is merely :-ansagency, formed to do certain business 
tor its members. Lt.does not make profits: and its savings 
have not been subject to income tax, 

"All of which is respectfully submitted. 

Codette Consumer Co-operative 
Association Limited 
Fert W. H. Mills, Seeretary— 
Manager." 
BY MR. FRANCIS: 

Qe is there anything you would like to add to the 
brief? Li -have no questions. 

THE CHALRMAN: What is the University Co-operative 
School to which you refer on page four of the brief? 

THE WITNESS: For some years past the cooperatives 
in this province, mainly the Co-operative Union, Saskatchewan 
section and the Co-operative Refinery, with the university, 
have sponsored a cooperative school for one week during 
the summer months at the University in Saskatoon. That is 
The sone .. refer 460. 


THE CHATRMAN: You send your young people there? 
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THE WITNESS: Yes. I should have gone further than 
that and stated how many have gone, but I did not go into 
it in any detail. 

BY MR. PARKER: 

) On thab same page, referring to share capital 
returns, you say: “If a member of the association leaves 
tie Codette district, his share capital is transferred to 
Phe Vevolving coor rund and is paid out according to plan, 
or may, in special cases, be paid out immediately.” Do 
1 understand that if a member withdraws, the share capital 
is transferred -- that a withdrawing member will never get 
his share if he withdraws? Ae No. The way 1 trasd v0 
Pp ota wos tere, “L bhoueht L had made it clears 
Suppose Jones has lived in our community for several years. 
He has built up share capital and received dividends and 
has a certain amount in the revolving door fund. On leaving 
the community, immediately he leaves we take his share capital 
and put it down in the first year of the revolving door fund, 
and the first year in which the door revolves that man gets 
his share cepital out. It is a three-year revolving coor 
and therefore in three years after that man has invested in 
the organization the share capital or revolving door fund 
will be automatically cleaned up and he is no longer in 
the organization. 

Q- He gets it through the revolving door fund? 
A. Every dollar that is his he gets back. 

BY MR. ARNASON: 

Qe With regard to reserves, apart from the dividends 
which are deferred or retained in the revolving door account, 
you say at the bottom of page two: “An amount of approximate- 


ly $10,000 is held in a deferred dividend account, while 
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reserves equal the amount invested in buildings and 
equipment." With regard to that reserve, the amount in 
reserve which equals approximately the value of buildings 
and equipment, Nave you tried to allocate it at all? 
A, It has been the wish of the shareholders or patrons 
Lp our district, the consumers, that this ‘be notvalLlotved. 
They feel that this is their portion or contribution 
which they have put in and they leave it there. They have 
put it into the community and they are building something 
for the community in the following generation. 

jor et eS ta COMMUN ty fund? ness 

Q. Granting that they want to have that amount retained 
as what might be called a community fund, do you see any 
objection to having that reserve allocated? AaliNoe nets 
far as that goes, we have all the records and could allocate 
it all if we wanted to. 

THE CHATRMAN: No actual allocation is made, though’? 

THE WITNESS: No. 

BY MR. ARNASON: 

Qe One more question: Would you see any objection 
to allocating that reserve, and, when a member moves from 
the district or retires as a member of the association, 
paying him his share of that reserve as well as his 
Share capital and the amount in the deferred dividend? 
A. I see no objection at all and possibly it could be 
done quite easily. I might state, however, that that has 
not been the policy of some people that leave the district. 
We have had some people who left the district -- I could 
give names -— and in one case this man had put nothing 
into the organization. I mean; he had taken dividends 


out each year for seven years and when he left he took half 
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his investment out... In fact, he took the whole thing out 
and gave us a cheque back for half of it and he said, "I 
want this to form part of an educational fund in the 
community." JI say that in order to make you realize that 
the people in our community are not cooperating just on the 
dollar and cent basis. I don't know whether I have the 
right to say this or not, but since I have been standing hers 
something has been brought to my attention. 

BY MR. FRANCIS: | 

Q- Is this within your personal knowledge and relating 
to this matter? Ba ylesa L think Lt lal intorma tion lor 
the Commission. Listening to the different evidence in the 
last day or so, it was brought to the fore, I think quite 
clearly, that there were a certain number of retail organizat- 
ions in the province who were in business during the depress- 
ion. Now I would like to give you to understand that 1 have 
no quarrel with any individual retailer or retail merchants! 
association, but the feeling has been created, I believe, 
that the people in these communities owe something to the 
individual merchant. That may be right, but I would like 
to impress upon the Commission that there have been for many 
years in this province cooperative associations that also 
went through that depression. Not only that, but it seems 
to me that the foundation of any argument from that angle is 
not very strong. 

I for one -- and I know the same thing is true of others 
in @ similar position to myself -- am not one who desires to 
shoulder his responsibility, the responsibility for his own 
faults and mistakes, upon others. I have been a retailer 
for twenty years, and I have no wish to put any burden on 


the shoulders of young boys and girls coming back from France. 
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I am. willing for one to bear my share of responsibility. 
I would say this: There may be a great oak tree standing 
out there. You can call it what you like, but it has many 
branches, and in my opinion many of those branches have 
beGome unhealthy. They have failed. There is a small 
movement today which you can call cooperative if you like; 
vou Can call Lbudemocratiovift ryourlikey im ite true form. 
AG.pRESCUL i> 16 just coming through the grounde In my 
Opinion we are faced with a second world war, to our sorrow, 
because we have found that great armies do not keep us from 
Wale 

We vane a) 1) proud’ of our fleets and our air forces, 
but what have they done for us? And there have been Geneva 
conferences. Have they failed? To some extent. We have 
the Atlantic Charter. Have you heard very much about that 
in the last. few months? Not very much. JI say to you 
poopie, bods, jand 7 Rope 1 am (not isayine it in ‘any spirit 
of Oriticism, that I trust you will realize that true co- 
operation is about to bubble over. I hope you people will 
give it your sincere thought. 

THE CHATRMAN: Thank you, Mr. Mills. 

Algrove Co-operative Association Limited 

MR. FRANCIS: The next brief is from the Algrove 
Co-operative Association Limited and I would ask to have it 
filed without being read. l1t is not necessary to have it 


read and. I will call attention to it in due course. 
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Ag OF WIGHTMAN, 
Director, 
Pioneer Co-operative 
Association Limited, 
having been duly sworn 
testified as follows: 
BY MR. FRANCIS: 
Q. You are a director of the Pioneer Co-operative 
Association? As Gorrect. 
Q. And by occupation you are a farmer? Pee) LOS 
Qe I understand that this brief was prepared on 
snstructions from the Board of Directors of your Association? 
A, , Corrects 
Q. And it was prepared by Mr. Wilson, Mr. Cowan and 
yOurselt 7 A. Yese 
Q. It was considered by a meeting of the entire Board 
and unanimously approved? An tess. 
Q. The Board consists of six farmers of the Swift 
Current district? ie LoS 


Q. And you were sent here to present the brief? 


GQ. Will you read it.. A. It reads as foilows: 


"Pioneer Co-operative Association Limited, Swift Ourrent,Sask. 


"Tncorporated under The Co-operative Associations Act of 
the Province of Sask. 


"To The Royal Commission on Co-operatives, 
Regina, Sask. 
"Gentlemen, 
"Tor the information and consideration of your 
Commission we beg to submit as follows: 
"Organization: 
"The Pioneer Co-operative Association Limited was 


incorporated under the Co-operative Associations act of 
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Saskatchewan on January 1, 1937. 
"Objects: 

"The Association was formed as an agency to provide 
for its members goods and services to meet their consumer 
needs on a non-profit basis. 

_lorritory Served: 

"The offices of the Association are located in Swift 
Current and service is given to the territory lying within 
approximately fifty miles of that City. 

"Lines Hand bed 
"Lines handled include petroleum products, groceries, 


hardware, coal and wood, tractor-auto accessories and repairs. 


gf 


Membership: 

"Membership in the Association is approximately sixteen 
hundred (1600). 

"Business Methods: 

"The Association operates according to recognized co- 
operative principles. It purchases goods and services for 
its members and after making due provision for overhead and 
handling charges, it makes these goods and services available 
to the members. Any savings or earnings shown at the end of 
the year when the books are audited are teturned to the 
members in the form of patronage dividends. The organization 
makes no profit, 

"Business Records: 

"Sales made by the organization during the period 
1957 - 1943 were $1,498,317. Net savings totalled $136,679. 
Of these savings, $130,679 has been distributed or allocated 
to the members in the form of patronage dividends. The 
balance of $6,000 Ls set up in a Statutory reserve account. 
Of the $130,000 refunded as dividends, $85,000 has been paid 


out in cash and the balance of $45,000 is in the members! 
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deferred. dividend account. 
"Business with Members: 

"The Association does approximately 90 per cent of 
its business with members. Its purpose is to serve its 
mombers and it does tints to, the best of 10S abiiivy.< 
"The Association Pays Taxes: 

"The Pioneer Co-operative Association is one of the 
large taxpayers of Swift Current. It pays all types of 
taxation which apply to its particular business. 

“COuCcLUS Lon’ 

"The Pioneer Co-operative Association has provided 
goods and services for its members in a manner acceptable 
to them. It has operated on recognized cooperative principles 
It will continue tocarry on its business in accordance with 
policies laid down by the members. 

HAI] of which is respectfully submitted,. 


Pioneer Co-operative Association 


Limited 
Per: W. A. Carefoot, President. 
Nivel. Cawen, Secretary." 


T would like to remark that we do business with 
people of all nationalities. We have in the organization 
members who are French, some Mennonites and a considerable 
settlement of Germans who originally probably came from 
Pennsylvania, and we have our regular friends the Norwegians 
and Swedes, and of course people of British stock. But, 
of course, -we are all Canadians, and we have all blended 
together in the Association. 

Qe I notice your Association was incorporated on 
January 1, 19357° hao Lees 


Q. There was great distress in that period? A. Yes. 
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Q- Would it be fair to Suggest to you that this 
association erew Out, oF necessity? A. I believe so, 

2« That period was one of the worst we ever had? 
A. I know you don't want anyone to take up time unnecessarily, 
but I may say we took over what wags more or less a defunct. 
organization, a gas ana Oil company. It was the demand of the 
people to organise a Cooperative at this point. 

BY MR. PARKER, 

% Do you Keep Separate accounts Showing the business 
done with your members and with people who are not members? 
fat de te hits way, Mr. Counsellor. We of course keep accounts 
of everything sold but there is no selling over the counter 
and just taking money. Slips are made out. ve have been on 
DO‘ ML highway and have done considerable business with people 
going through in cars, not as much as in normal times though 
POV ora Lot of 4¢. We don't ask those people their names, 
These sales are made to them and we know Whatthey are. 
Ve have the amount Of business done at the end of the year 
and the amount credited to members and patrons, so that in that 
Way we can make an estimate, and we figured we were at least 
siving the benefit of the doubt in regard to the amount of it, 
It would be less than is shown, not more, 

¥« Do you keep a strict account of member business? 
AILS Se Every Smal detail’ is cept. We have a full account. 
Q- And you subtract that from the total? fo Yes, Vand 
that is how we arrive at the conclusion, 

9. Have you ever paid provincial income tax? A. Not since 
we have organized under this heading. 

Q- I mean provincial, at Regina, not dominion. A. We 
have paid all the taxes we were called upon to pay. 

Y- Did that include any provincial income tax? A. I coulal 


not say that it would, 
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Q- You took over a down and out business? 
ii. apparently so. 

Q- That was a private business, non-cooperative? 
A. Not cooperative. 

Y- Since you started up, do you know of any non- 
cooperative businesses that have been put out of operation, 
or have gone out of business, by reason of your taking the 
business away and giving a little better price perhaps? 
ei Con think sor any ‘such... 1 don't mean that mobody 
has gone out of business, but no one can blame us. 

Q. Did you sell at the same price as the others? 

i.e We sold at the general price. You have to have a certain 
amount of leeway. Sometimes an article may appear too high 
in our judgment and we may have a levelling of price on 

thate 

Q- Give us an example. A. I will give you an example. 
Goal was at a certain price and we considered it was fifteen 
or twenty cents a ton higher than it should be. We went 
into the coal business and brought down the price an average 
of fifteen cents a ton. We believed we could do it and we 
did. 

Q- And that forced the other people? doa Les. and 
they are still in business. 

Q- Coal represents a good deal of your business? 

&e No. Oil is our big business. The others are a help, 
but. O11 is the big business, 

Q- Did you find that the private concerns were selling 
O11 too high? fA. At the time we went into operation. 

Q.- How much did you reduce it? A. I could not swear 
LO this, but approximately twenty-six cents a gallon was the 
price of bulk stuff. There was no Government tax, no 


provincial tax. 
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QQ Have you reduced your price half a cent? 
ie At the start we did and the others came down, and we 
are running on a uniform price. 

Q- You reduced yours and the others came down and 
Since then you have been "even Stephen"? A. Yes, 


Q This petroleum is what you buy from the Federated? 


v 


A 


tie No. We are too far away to make economical haulage. 
The bulk of cours is from Montana and the Calgary oil fields. 

Qe You dontt think that any stores in that community 
have been put out of business by reason of your "Gomi ng 
into the field and giving better service and prices? 
fo bL Cone Chink so, 

BY MR. THORVALDSON: 

Q- What kind of membership have you in your 
aSSOCiation? fii. Share membership. The shares are $5. 
Two shares per member is our limitation, 

Q+ So that anyone can be a member Dy “just holdine | a 
$5 share =-- or do you hold two shares? Be You mst chave 
two Shares to be a qualified member. 

Q. That is, a $10 investment? A, Yess 

Qe Does that have to be paid in cash? f. ‘No, 

We take 20 per cent in cash; $1 on each share. 

we thapeeall has to be) paid? is 165, and the rest 
has to be made up by earnings. 

Q- So that all you have to do to become a member is 
to pay $2, $1 on each share? A. Could be, yes. 

Q How much share capital have you? A. Four thousand. 

Q- «and the rest of the working capital is made up 
how? A. At one time we borrowed considerable working 
capital. in my report there is an amount of $45,000. 


Qe That was put aside? AV tees Db ote not put 
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everything in this brief, naturally. Last year we paid the 
1937 stuff. What was earned in 1937 we paid in the past 
years Jt is like the revolving door fund. 

Q- You paid out in cash $85,000 in 1943? <A. Not 
in 1943 but since we operated. 

Q- I thought that was paid out of the 1943 profits; 
but $85,000 is the total amount? A. Yes; Sines 19374 

Y- So you use your Carnings, or Savings as you call 
them, as your working capital and pay patronage dividend 
On the revolving door plan? Ay SSG 

Q- «and you paid in 1943 the 1937 earnings? 
ae Thies business is tars entirely to the members as they 
see fit to deal with it at the annual meeting, and they said 
last year that they preferred to have the 1937 earnings 
paid out. They lay down the laws, 

Qe When you speak of a reserve of $45,000, that is 


the total reserve you have? Aw Xess 


Q- Have you allocated that to members! accounts? 


Me Hil allocated to the 1,600 members you have? 
Ae . Yes. Our 1943 is all allocated but 1944 is not 
allocated yet. We have not had the annual meeting. 

Q. Have you paid anything out of the 1942 PLOLL LS: 
A. We paid out nothing. All we paid was 1937. We have 
not paid any of the reserve, but we have paid patronage 
dividend every year. We have our annual meeting and it is 
agreed what the amount of patronage is to be and we go 
through the books and that is the total allocated in the 
form of either cash or reserve dividend, and that is paid 


out as soon as the books can be completed, 


Qe How often have you paid out patronage dividends? 


| Toes : 
. 
; 
aes - 
a oe tae “4 4 Ss 
. 2m 2 ; 
tid, 0) ' 
“ 
, a 
. 
x 
. ; 
’ : a ee 
tate Nae Eay 
pata . ; 
4 y 
‘ 
» . 
. Ai 2 . 
. 4 ; 
i i er. 
vata ia aa Parser 
4 el ed 
= 4 Uae Wat eas , . : be 
A i 
pene f 
. 
i : ; 4 “ . 
. i py Aa . 
- ¥ . vs . be : : 7 
‘ > , wh 
a 
’ 
‘ Q 
’ 
i 5 » 
* bgt : ‘ 
a 4 oo he : 
ma ie 
DA Ags oak val ek vt H rae) ‘ 
. we" A et - 7 
‘ 4 k . i . 
. a art tA gt 4 
. -s ; : 
2 ee . 
' 
“ 
; he) 
2 0 Fi - : 
ee a cS 
. ve ’ . . ae Nis 
: . , On arb eae ? . oa we 2 i 
, i > atid 4 
. . , « " i ss , 
a? .o® ~ , ae a f ; 
5 age Sel 
> eens : ~ 
‘ . . 5 
2 ; e’ . = ay Boi pr ee 
apne * . . 
r 
Ta 
. - “age a 


B-1473 | ~1473- ' Mr. Wightman 


i. Every year after we once had the first returns. The 
first would be 1938, 

Re in 1938 you Started to pay patronage dividends? 
ihe Cae 


Qe and have paid patronage dividends ever since? 


»- You have not filed a financial statement? 
fi. I believe the Chairman mentioned that he would like to 
have the statements filed. 

THE CHAIRMAN: Mr. Francis has undertaken to obtain 
those. 

THE WITNESS: Yes, 

BY MR. ELLIOTT: 

Q From whom did you borrow? A. From the bank, 
There was not much credit behind it. I was not on the 
Board then but the six farmers on the Board they considered 
a £000 personal risk, 

THE CHATRMAN: They guaranteed the loan? 

THE WITNESS: Yes, 

BY MR. VAUGHAN: 

2+ How do you determine what to pay back on 
patronage dividend and what to hola? A. We discuss 
that at the annual meeting. Naturally the directors give 
a certain lead but they don't lay down the policy. The 
people there agree on the amount. In the early years it 
wae emalior, 30 per cent, TI would not be positive to 
l per cent, but: last year they unanimously agreed -- there 
was ho vote against it in the meeting -- to leave 50 per 
cent of the last yearts earnings, that would be the 1942 
sarnings, into 1943, 

2. There is no agreement as to the amounts.’ Lb. ig 


what is decided? A. A year ago our savings were $30,000, 
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in 1943, 
| Q- How was that divided? A. Fifty-fifty after 
the meeting. 
BY MR. ARNASON: 
Qe All credited to the members? A. All allocated, 
BY MR. ELLIOTT: 

Qe You say that the directors give a lead? 

A. They did not give a lien. That was borrowed without 
any lien; it was borrowed on their personal responsibility. 

Re Lirdid: oo say “lisn™, Tf was repeating what you 
had said. You said the directors gave a lead. A. Weld oo dte 
this waye You are all familiar with directors' reports 
and you know that the Board is working on these things the 
whole year. That should not give them the Faeroe Gowns 
dictators, but they naturally have an idea of the business 
line-up and they make certain recommendations, and if the 
Shareholders see fit they will adopt the recommendations, 
There is nothing undemocratic about it. 

Q. I was not objecting to it. A. Well, that is 
what I mean. One thing I would like to Seay is Ghisy - One 
of the reasons why the cooperatives, not only in their 
stores but in their activities all the way through, 
do particularly well throughout my whole district --— and 
I am acquainted with the whole district -- is the fact that 
we have tried from the start to get the people to realize 
that cooperation is not altogether ae matter of dollers and 
cents, a matter of making five cents here and Chere yy Or 
getting the better of the other fellow, but rather that it 
is a means whereby people can live together and work to- 
gether harmoniously. 

THE CHAIRMAN: Thank you, Mr. Wightman, What have 


you now, Mr. Francis? 
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MR. FRANCIS: Before calling on the Sherwood Go- 
operative, I would like to make a statement with regard 
to the evidenee of Mr. McKay. Mr. McKay was questioned 
regarding the percentage of mill output in connection with 
the export market, and it will be recalled that he spoke 
in round figures, stating at the time that-he did not 
have the information before him but would verify the state- 
ments that he had made. He said at that time that the 
percentage that went to the export market in 1943 was 
a) pernimene. » Miata sant iied., ©) Wirth regard to the 1944 
output of the mill, he believes he gave the impression that 
that also was 40 per cent -- the export percentage. 

MR. PARKER: He said about the same. 

MR. FRANCIS: He has checked that and advises me 
that it was 40 per cent that went to the domestic and 60 
per cent co rthe exporters Ties his correction and I 
would like to have it on the record. 

THE CHartRMAN: If Counsel accepts that, it will not 
be necessary to put him back in the ‘box. 

Mi. “THOR VALDSON: sfhatris ail rightedthat.ist2o44. 

MR. FRANCIS: It is the reverse. Now, Mr. Chairman, 
the last consumer cooperative I wish to call is the 
Sherwood Co-operative Association Limited, which operates 
in the city of Regina. I will call Mr. McDermid Rankin. 

McDERMID RANKIN 


(ea ireoe ath acta eater ahieae merce I 
Vice-=President, 
Sherwood Co-operative 4ssociation Limited, 
having been duly sworn 
testified as follows: 
BY MR. FRANCIS: 
Be HErOre I procesd, llr. Renkin, 1 believe 4t is 
the desire to have the third paragraph on page eight deleted. 
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Y You are a farmer? A. Yes. 

%- And you have been farming, I understand, for 
thirty-six years? ie YOS. 

Q- For the last twenty-five years you have been 
active in the cooperative movement? fa) heb een Paha, 

Qe «and you are Vice-President of the Sherwood Co- 
operative Association Limited? Ae Yess 

QY- - You are the President of the Co-operative Union 
of Saskatchewan? Ao Ye Sy 

Qe That is an association representing the majority 
of the cooperatives in the provinee and is of an educational 
character. Is that correct? that EG Mails ane, 

Q- It would be fair to describe that association 
as the Saskatchewan section of the Co-operative Union of 
Canada? A. Yes, the provincial branch, 

Qe You are in close touch, as President of that 
Union, with Mr. Good and the other officers of the National 
Union? me Yes, working together closely. 

Qe In addition to that, you are Vice-President of 
Saskatchewan Federated Co-operatives Limited? A. Yes, 
thet is so. 

2- That is the organization whose brief was sub- 
mitted by Mr. Robert McKay. A aoe 

Q- and you were one of the members of the executive 
who prepared or reviewed that brief? A. Yes, that is 
Tight. 

Q- I take it that the brief you are about to submit 
on behalf of the Sherwood Co-operative Association was 
approved by the directors? &. Yes, It was first of all 


argued in outline what they wanted and we appointed a 


committee composed partly of the staffxand the executive to 
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prepare it. After it was prepared the executive. reviewed 
it and deleted some portions, adding some others. Then 


when it was revised it was submitted to the Board of 


Directors and passed by them. The reason for asking for 
the deletion of that paragraph on page eight d the brief 
is that it was not unanimous. That paragraph was not 
unanimously adopted by the Board and so I spoke to some of 
the Board members and asked that it be deleted. I have a 
typewritten copy and the pages do not correspond exactly 
with the brief where they turn over. The reason is that I 
am troubled greatly with my eyes and it is easier for me to 
read the copy as I have prepared it for my own use, 

THE CHAIRMAN: Would you prefer to have someone else 
readi it? 

THE WITNESS: If Mr. Fraricis cares to read it. 

MR. FRANCIS: I do not mina reading it if that will 
relieve the witness. It will not be read as well but I will 
do the best I can. The brief reads’ 


“Sherwood Co-operative Association Limited ~ Submissions to 
The Royal Commission on Co-operatives 


"Introduction: 

"These submissions are made on behalf of Sherwood Co- 
operative Association Limited, referred to hereafter as 
"the association', a cooperative association incorporated 
on April 18, 1931, under The Co-operative Associations Act 
of Saskatchewan and amendments thereto. 
"Organization: 

"Membership in the association is established by the 
purchase of one share in the association by payment of $1. 
This share entitles the holder to all democratic and economic 


privileges in the association: 
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"(ay The right of notice and attendance at all 
annual and general meetings of Shareholders, | 

"(b)} The right to vote on all resolutions coming before 
such meetings establishing, governing, or changing policy, 
CtCe 

"(c) The right to Share in ‘all savings made by the 
association in supplying g00ds or services to its members, 
the share of savings being in proportion to the volume of 
business done with the. association. 

"With respect to the distribution of Savings, the by- 
laws provide that: 

'The scale of patronage dividends (savings) payable 
to a patron or member May vary as between the different 
kinds and classes of commodities purchased by him from the 
association or services rendered to him by the association 
in such proportion as may be determined by the directors,! 

"The by-laws further provide that; 

'The whole or any portion of the patronage dividends 
(savings) due to a member may be retained in a deferred 
patronage refund account for the purpose of providing 
sufficient funds to carry on the operations of the associat- 
ion in accordance with its objects and after the said 
deferred patronage refund account, together with paid-up 
capital, is sufficient in the Opinion of the Board for the 


operations of the association as aforesaid, the Directors 


Shall at such time and in such Manner as they may determine 


pay from the surplus to the member his portion of the 
patronage dividends (savings) SO retained on the basis 
provided for in The Co-operative Associations Act, 

‘In distributing such patronage dividends (savings) 


the member who has had an interest in the said deferred 
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patronage refund account for a longer period of time shall 
be given preference over the member whose interest feed 
is for a shorter period of time, to the end that all dis- 
tribution of patronage savings shall be made progressively 
in order of the length of time during which the respective 
members have had patronage savings retained.' 

"These provisions in the by-laws may need some 
amplification for the information of the Commission. 

"In the initial stages of the association, with vary- 
ing margins on different commodities and the range of comm- 
odities being quite limited, it was decided in the interest 
of strict equity that all, dividends would be allocated on 
a commodity basis. As the range of commodities widened the 
accounting cost of such procedure became prohibitive. 

Since the whole aim and object of the association was 
service at cost the shareholders decided that continuance 

of the cumbersome and costly commodity dividend defeated 

the purpose for which the association had been formed. 
Having in mind the maintenance of as great a measure of 
eguity as was possible while securing the greatest economy 
and efficieney in business operations the members decided to 
break down the savings into three specific groupings: 

"Group Ll. Petroleum products on which there was a 

Substantial margin and in which manufacturing 

as well as distributing savings were made. 

"Group 2 Merchandise such as hardware, auto 

accessories, etc. 

fcroup. od... Mlour, feed, coal, lumber, ete. 

"Having grouped the commodities with similar margins 
the shareholders felt that any remaining inequity would be 


offset in the over-all picture by the fact that each member 
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would use the same range of supplies over a period of time. 
| "The retention of savings wholly or in part by vote 
of the shareholders has become Standard cooperative 
practice in the past few years. The objective was twofold, 
first, to obtain the necessary funds to carry on the business 
of the association, and second, to maintain equity of 
investment based on the use made of the association's 
servicese Under the old method of cooperative financing 
by which share capital investment per member was set at say 
$50 or $100, the farmer with a quarter section and conseq- 
uently small demands for petroleum was obliged to match 
snare capitalL»sdollar for dollar with the farmer with larger 
land holdings who quite possibly used the association and 
its facilities ten times as much. By making the qualifying 
share the nominal sum of $1 and retaining dividends each 
member contributes to the financing of the association in 
direct proportion to the use he or she makes of its services. 
"To the contention that to be truly cooperative savings 
should be paid out we submit that the shareholders either 
individually or collectively have a right to do as they see 
fit with what is their own property. As individuals they 
could decide to endorse the cheques covering savings and 
turn them back to the association for the purpose of 
furthering the objectives of the association and collective- 
ly they can and do decide to save the double transaction 
by authorizing the setting up of a deferred dividend 
refund account and having the savings allocated thereto, 
"Reasons for Incorporation: 
"In 1930 drought and depression confronted the farmers 
of the Regina Plains Area at almost the same time. With 


an exceedingly poor crop and prices slipping every day 
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(the price of wheat in the Regina area which in April 
1930 stood at $1 per bushel had fallen by January 1951 
to 40 cents per bushel) the farmers were faced with the 
task of making every dollar, if possibile, do the work 
of two. Moreover, in order to secure supplies with which 
to cultivate the land a large number of farmers were forced 
HonApoLy Or mupicipal, relier orders Tor fuel, thereby 
mortgaging the coming crop. This made it doubly important 
that every dollar spent should provide the maximum of 
supplies. In spite of assertions to the Gonvrary by the 
major oil companies the farmers were convinced that the 
price being charged for petroleum supplies was unreasonably 
high. As fuel costs were a major production cost in an 
already highly mechanized farming area, they decided to 
pool their purchasing power through the fOrmation "Or “a 
cooperative association as a purchasing agency and 
endeavour to reduce these costs by dealing as an association 
with the Acme Gas and Oil Company and the Puritan Oil Company. 
The results of the 1931 operations were amazing even to the 
most optimistic shareholder. With 1450 members the ‘baby! 
cooperative had provided for these members 141,26 gallons 
of gasoline and lube oils for $31,473.39, on which a net 
Saving was made of $4,053.36. 

"This demonstrated beyond a shadow of a doubt that the 
only difference between a small group of farmers owning 
and operating a threshing machine to get their threshing 
done at cost and a larger group owning and operating a 
business to secure supplies at cost was a matter of degree. 
Here was a practical technique whereby primitive co- 
operation such as well digging, house raising, etc., could 


be applied to more complex activities and the purchasing 
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power of associated members increased by the Savings 
made by doing business for themselves. 
"Expansion: 
"Membership increased steadily and with continued 
success in supplying goods and services at a saving 
the demand arose from the Membership for the development 
of wider services, 
"Refineries? ‘ 
"With some of the independent refineries eliminated 
in 1955-34, the association in conjunction with other co- 
operative associations in the Regina trading area establish- 
ed the Consumers Co-operative Refineries to ensure a 
supply of petroleum products for the member patrons. 
Once again savings resulted which were added to the assoc- 
iation's distributive savings thereby making the purchasing 
power of the consumer's dollar even greater. 
"Service Centres 
"As most of the members of the association operated 
cars and trucks in conjunction with their farming operations, 
filling station facilities were demanded by the members 
and provided in 1940. Urban dwellers now found it possible 
to secure mutual benefits by associating themselves with 
their farm neighbours as members of the association. 
"General Expansion: 
"The further expansion of the association's services 
has taken place as the combined farm and city membership 
has requested at annual meatines, A coal and fuel depart- 
ment was established on a rental in 1939 and in 1942 
purchased outright and enlarged. In 1944 the purchase of 
the Glasgow Lumber Company added yet another cooperative 
Service. In 1942 the Merchandise Centre was set up to 


handle hardware, flour, feeds, etc. Logically developing 
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from this and as a direct result of the repeated requests 
of the lady members of the association, a groceteria 
was established in 1944. 

"At every point in the association's expansion the 
question at issue with the members in their discussions 
was not: ‘What other variety of goods can we supply to 
someone else at a profit?" puttWhat other variety of goods 
or services can we supply to ourselves with a saving for 
ourselves?! 

MWe attach hereto Table A showing operations and 


Savings since incorporation. 


WTaxyation: 


“The association has neither paid nor been assessed for 
Sneome tax. The association in {ts operations pays all 
the licenses and taxes required by law. in Table By 
attached hereto, we set out the operating statement for 
1944. Ags heretofor this statement of operations and savings 
in greater detail will be submitted to the shareholders 
in annual meeting and the disposition of net savings decided 


by a majority vote of the annual meeting. 


"Recomiendations: 


MThe association submits that where a group of people 
associate themselves together for the purpose of helping 
themselves by providing services to themselves, and operate 
according to Rochdale principles under cooperative legislat- 
ion, any surplus that results from their operations Tey) Et 
saving and not a profit and not taxable as such. 

‘We respectfully suggest that to tax cooperative 
savings would be as unreasonable as it would be tO .1ax 
ag income the difference between the usual day to day price 


of an article and the reduced price of the same article in 
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the seasonal or periodie ‘sales! put on by the competitive 
retail trade. The only difference in the two savings is 
‘the time at which the saving is made available to the 
consumer. 

"We further submit that business done for or. services 
pLovined Tor non-members, which result, an a surplus Apter 
all expenses have been met is not a saving to members but 
a profit in the same sense of the term as used by Joint 
Stock Companies. Since this is a profit and not a saving 
we concede that such surpluses created by non-member 
business should be taxed in the same way and on the same 
basis as any other profit.e 
"Conclusion: — 

"In submitting this brief we wish to state our honest 
conviction that no corporation or business pays income 
tax of itself. It merely acts as a collecting agency for 
the Income Tax Department and retains as a commission the 
residue of profits after taxation. 

"The Artie Misr ey The Sherwood Co-operative 
Association have convinced the members of the basic fair- 
ness and eguity of cooperative democratic control of their 
own business. The benefits that accrue from cooperative 
association have not been financial only. By mutual self- 
help they have not only raised their economic status by 
reducing their operating costs but have acquired a new 
dignity and responsibility as democratic citizens. It 
is their belief that they as consumers have paid for every 
Business that in any way has served them in the past, 
possibly many times. They are now determined that the 
facilities they pay for they will own and control for their 
mutual and social benefit by cooperative association. They 


are convinced that COOPERATION IS FREE ENTERPRISE in its 
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truest sense -- the principle of equal rights and proport- 
lonate benefits applied to everyday business." 
BY MR. FRANCIS: 

Qe Glancing at the Operating and Saving Account, it 
is interesting to note that the net savings since the 
inception of the association amount to $445,227.17, an 
imposing figure; and the volume of sales over that period 
has been $2,696,461.96. If you wish to have the table read 
i shall be glad to read it, but that is a summary of it 
and Mr. Rankin can make any comments he likes on ite I do 
not propose to ask you any questions, Mr. Rankin. In view 
of your long record of service and your knowledge, the 
Commission would like you to add whatever you see fit. 
A. I would like to call attention back to this Association, 
this particular one which was referred to here and the 
reasons it came into existence, I believe that at all times 
we are liable to lose sight of the real purpose when these 


organizations grow and continue expanding. 


Back in those days, in 1931, as the brief indicates, 
conditions were extremely difficult. Someone yesterday 
PUbMItved “a~brier ‘that indicated that ‘to you. “Ll Believe it 
was a Merchany In that*cases “He referred to Une dronent, 
the dust and the almost impossible living conditions that 
prevailed at that time. That is when this association 
came into being, and there were two factors that had to be 
reckoned with. One was the elements over which we had no 
control; we had to face the situation and make the best of 
it. The other was man-made. 

In that respect I could show how the tariff affects 
us in western Canada. Under those extreme conditions it 


was almost impossible at times to procure sufficient 
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implements to operate our land and produce crops. At such 
times we foumi conditions more intolerable. 

However, this was our way out. Instead of crying out 
for help from the Government and other sources, which might 
be available or which we might have thought was available, 
we looked around for some instrument or some set-up which 
we could use as a purchasing agency to procure our supplies, 
which was the major item in the cost of production, the - 
largest being petroleum products. 

A few of us met and discussed these problems and at 
that time we decided that a cooperative association would 
be the set-up which we could and would use as that agency 
to purchase supplies jointly and so lower the cost of 
operation. 

It was not our intention, we had no thought whatsoever, 
of entering into big business such as we have developed 
inten -That.was the farthest,thing from our minds. I1t.Was 
the distress conditions which we were trying to solve on 
our own, and we put forward every effort it was possible for 
us to make to overcome those difficulties. That is an out- 
line of the reasons for the association and its inception. 

Later on, after operating for two or three years, we 
were again faced with difficulties. The spread was 
narrowed. It had become so narrow in the retailing end that 
we could not make a saving worthwhile to accomplish our 
end. Therefore.a few. of us got together. The situation 
had been discussed at many meetings in the southern 
part of, the. province: and a few, of us got. together. down. the 
street -- in fact, six of us == and in spite of what we 
regarded as the audacity of the thing we decided there 
and then.to. build a refinery, to procure our sources of 


supply; and from that meeting we sent out a call a week 
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later to all other cooperatives around the district within 
a reasonable radius to join us in establishing that source 
of supply known as the Consumers! Hel Iusery< 

That was really the beginning; and that was, we might 
say, forced upon us by conditions. It was no desire on our 
part to go into big business, but there was no one else 
to come to our rescue. There was no one else who appeared 
to be willing. I myself, over a long period of -years, had 
been buying my supplies from the ordinary source, the major 
Oil companies, and got as fair treatment there as I could 
wish under ordinary trading conditions; but all the time I 
knew I was paying too much, and in that respect I had some 
experience because I was one of the pioneers in the use 
of the internal combustion engine on the Soo lines, 

In 1910 I broke up some 3,000 acres of these Regina 
plains, but the question of supplies was one that had to 
be coped with. It was a large item of our expense, which 
was Keeping us operating costs, and during the dry years 
we had difficulty working the land. We could not work the 
Feng. PCO “Ths fullest. In that way, by reducing our operating 
costs, it might be argued of course that in organizing the 
cooperative association we were not paying income tax in 
the corporation. Nevertheless we did put ourselves ina 
better position. to pay taxes, not only income taxes but 
municipal taxes, and we maintained our schools and so forth 
throughout the community, and that was happening in many 
parts of the province at that time. 

Other organizations joined with us in our endeavour, 
so that as we developed better farming while lowering our 
costs we could meet the export trade with special reference 
to the commodity that we were producing, namely, wheat. We 


were able to lower costs and endeavour to meet the conditions 
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that prevailed. That had to be done in order to meet world 
markets. 

I might state further that by so doing, if we were 
avoiding any tax on the cooperative movement we were in- 
creasing the national revenue to the extent of our in- 
creased production. Of course, over all it had its effect 
on many businesses and on many people by creating a greater 
ability to pay ew core a a might enlarge a little perhaps 
on the manner in which we financed, if that is your wish. 

THE CHAIRMAN: That might be brought out by questioning. 

BY MR. PARKER: 

Q. There are one or two questions I might ask you, 
Mr. Rankin. Will you look at page two of the brief. 
Quoting from the by-laws, you say: "....the directors 
shall at such time and in such manner as they may determine 
pay from the surplus to the member his portion of the 
patronage dividends (savings) so retained on the basis so 
provided for in the Co-operative Associations Act." Dol 


understand that according to your Set-up that is purely 


in the discretion of the directors, as to how much and when 


they shall pay it? A. They have given that power to the 
directors in this way, that at the organization, when these 
by-laws were prepared and submitted to the members, they 
passed on them. 

Qe The point is that the ultimate decision rests with 
the directors and “2 not with the shareholders? A. I cannot 
admit that. 

Q- Except in this sense, that if the directors do not 
do what the shareholders wish they can be replaced with 
new directors? A. I would explain what it is in practice. 
I have the annual statement. What is allocated there will 


finally be decided on at the annual meeting. If they want 


B-1489 


-1489- Mr. Rankin 


to dispose of it, it is their business to do as they like. 
We are the directors, and I have always been emphatic on 
that point. We are there to carry on the business from one 
annual meeting to the next according to the instructions 
laid.down at the annual meeting. While powers may be given 
We Ln GaSe by-laws, Ain practice we make a submission to the 
annual meeting. 

Q.- On page three of the brief you explain that you 
have divided the members into three groups according to the 
commodities dealt in, namely, petroleum, merchandise such as 
hardware, auto accessories, and s6 on, and in the third 
proup, (hour, Peed, coal, lumber, estes ln the Pirst group, 
petroleum products, you say “there was a substantial margin, 
and in which manufacturing as well as distributing savings 
were made.* It is true that your business, in part, carries 
on a manufacturing process. You are carrying on manufacturing? 
A. Not directly in our business; not in this association. 

We have investments in the organization that is manufacturing. 


Q. Is it your view, and do you operate on the principle, 


that manufacturing establishments, manufacturing cooperatives 
oS > 


Can carry on business and be exempt from taxation, or do 
you consider section 4 (p) limited to producer and consumer 
activities? AY A ho) is “teoidsaen Tor mes 
Q. We wontt ask you about it. I wish we had had 
some answers like that from some of the others. One other 
question. I gather from your remarks that you started out 
with the intention of doing business in a small way to meet 
immediate needs? A. Yes; we started as a small group. 
Q. I also understood you to say that more or less 
from force of circumstances you grew into what you call 
big business? Ae YES, 


Q- Without any particular intention at the start of 
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entering into big business? A. Yes. It has been alarming 
to me sometimes. 

Q. And it is true that your company is carrying on 
what is now known as fairly big business? A, eee 

Q- Whether the business is small or great cannot, 

I suggest, affect the general principle as to whether you 
should be taxable or exempt. Do you agree with that? 

ieee u Ould HOG erroect the principle, if a lareer erou vor 
people want to do business that way and they come to us as 
membership. 

Q.- Do you operate on the principle that the reason for 
Starting business had something to do with determining 
whether these savings should be taxable or not? Do you 
think the motive, the reason or purpose in. entering business 
had anything to do with it? A. The motive behind it? 

Qe tL. will put it in three wayst the motive, the 
intention or the purpose which your group had in the be- 
ginning in‘setting up a cooperative. Do you think that can 
have anything to do with determing the question whether 
these savings are taxable moneys. A. YO@Se 

Q- Why? A. In this little instance, when this 
organization came into being we were endeavouring to solve 
our own problems. 

Q- But is not that what any company does -- try to 
solve some of the problems which the people connected with 
it would like to have solved, that is to say, to get more 
money so as to be better off and have better economic 
conditions by getting more money? A. To get more money, 
yeSe 

Qe And to better conditions? As “Xess 

Ge Le there any difference in the motives, tie 


purposes and the intentions as between those two cases? 
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Ae Yes; I think there is a great deal. I would refer you 
back to the condition where no one came to our assistance 
to maintain that production that should be maintained. 

THE CHAIRMAN: Do you find it more difficult to adhere 
to your principles now that you have grown to ereat 
proportions? | 

Lio Meio Le COne> think 15. -eomore dit rioting ya 
will admit that we have some difficulty in keeping people 
out who should not come in. In that connection I might say, 
cin poe ® ney be permitted to do so, that it is only a short time 
ago that we turned down business in lumber that-.. camé to 
ws. We turned down an order for a carload of lumber that 
we would not want to handle. 

THE CHATRMAN: Speaking of Sherwood? 

THH WITNESS: Yes. They were not willing to accept 
the price. 

DY MR. PARKERS 

Qe - I notice from the statement giving the operating and 
Saving account that the savings over the period from 1931 to 
1944 represent about 16 per cent of what you call your 
patronage volume sales. That is a pretty good margin? 

A. Yes. I thought the price was too high when we paid 
twenty-six cents a gallon. The margin went somewhere. 

Q@. So you have been able to save that 16 per cent? 

Ae, 168, ene’ turn it back to the community, 

@. There are one or two explanations 1 would like to 
get in connection with the figures you give under the 
head "Expenses", You set out truck and business licences 
and so on, salaries and wages, depreciation on buildings, 
equipment, trucks and “other expenses", Those items under 


"other expenses" amount to $18,000 odd. What other expenses 
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are there? A. They are made up of many items. 


He Vere LTew.or the larger ones. Ae Or Lone 


thing, we have the expenses of the annual meeting, directors! 
expenses, travelling and so on. | 
po YOuspay tine members for coming to attend the 
annual meeting? A. Their travelling expenses are paid. 
Bea Ordinarilyynine ap jointustock company,) if they ipaad 
travelling expenses to attend the annual meeting they would 
have a much bigger attendance, don't you think? The reason 
I mention that is that we have heard many times what a 
democratic institution this is and how well the members 
attend meetings. Perhaps that explains it, because the 
corporation pays the expenses and the living expenses, I 
suppose, while those attending are in town. Is that what 
tHey Lado? A. We pay certain expenses. 
Qe You pay travelling expenses and hotel and living 
expenses while they are in the city attending the meeting? 
As. OU ere spedkingv of thevmembers? 
| Q- Yes. A. Oh no. We don't pay the members. 
| %. wJust the directors? A. Lt Was the directors = 
was referring to. 
Q. That would not take up very much of the $18,000. 
What are some of the bigger items? It is about a third of 


the total expenses for the year and you have lumped it all 


under “other expenses”, JI would like to know what they are. 


i 


A. Of course, in the business we operate there are many 


items that I cannot recall. 


O.. Hear, doal, fuel == would’ that be included? 
| A. That would be included. 

| Q- Ido not want them in detail but one or two examples. 
| Are we going to have a detailed statement giving the break- 


down? 
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Ms FRANCIS: | Yes; that will be filed.’'’We will Tile 

thate 
BY MR. PARKER: 

Q- Is Sherwood a member of Saskatchewan Federated Co- 
Operatives? foe  YOSe 

Q. And you got back from them this year $2,658.07? 

A. That is earnings or patronage dividends or savings that 
are made. 

Q. it is the patronage dividend that Sherwood re- 
ceived from the wholesale? Jet Nis S 5 

THE CHAIRMAN: As a member? 

THE WITNESS: Yes. 

BY MR.« PARKERS 

Q. Based on the amount of business you did with the 

wholesale? ene) OS 6 
BY MR. ELEEoOTN 

6. Did your actually.cet that, or does thaterepresent 
the total amount credited on the books? Av Lieu as GS 
total amount credited at the present time. 

BY MR, PARKER: 

Qe - On the books of the Federation? A. Yes. 

0. You @o,.nebigebeit. actually in’ cash?, iA. sNe. 

Q. The same thing would apply to the Consumers Co-~ 
operative Refineries, the next item? hav 1Les pa US tire 
Same. That would be the manufacturing that was referred to. 

Q. There is a credit and ultimately a cash payment 
that this Consumers Co-operative gets by being tied up with 
the oil refining business? Aye Yess 

Q. And it will in due course find its way back as a 
rebate or refund to those who patronize your business? 
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G. Bad you do not constder that a profit? 
Ae) L-would not attempt to argue the word “profit™, It ais 
foreign to me. It does not mean anything to me really. 

is). em Surprised to.near you say thats Where you 
See eeces quote your by-laws, on page two, I notice you 
have these words: “In distributing such patronage dividends”, 
and in brackets you put the word “savings". Is that in 
the by-laws or is it thrown in by you? A. That was insert- 
ed there as an explanation. 

@.. That is not in the by-laws? AS Nos (than 2s 
explanatory e 

Q. Why did you put that in? If the by-laws call them 
dividends how did you think that would help the Commission 
by calling them savings? 


THE CHATRMAN: Was it because someone might call them 


profits? 
THE WITNESS: It was to give our interpretation of 
what it was. 
BY MR. PARKER: 
Q. Of what dividend meant’? A. Yo @8s 
BY MR. NADEAU: 
Q. How many shares do you own of the Federated Co- 
operatives? A. One. 
Q.- Do you own any shares of the Refineries as well? 
Dia 1 Oe. 
Q. How many? A. I could give that in the total 
amount. I could not segregate it from the revolving fund 


and the shares, but together the Federated and the Refinery 


amount to about $100,000. Part of it is share capital 


. and part is revolving fund. 
Q. Have you any written agreement with Federated Co- 


operatives? A. No, only as members, as joint owners, as a 


« 
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member association of the Federated Co-operatives. 

Q.- As joint owners? ne OLeG.s 

Q- With other consumer cooperatives? If I under- 
stand correctly, you own it together with other cooperatives? 
Bo Tracers: Prers | 

Q- Have you, either with the Federated or with other 


consumer cooperatives, any written agreement? A. Not 


that I can recall. 
BY MR. ARNASON: 
Q- Would you say that your rights, in so far as 
Federated Co-operatives are concerned, are set forth in 
the by-laws of the Federated? A. Oh yes. 
BY MR. NADEAU: 
Q. But there would not be an agreement? A. Outside 
OEY GAG V0 
Qe Have you any membership application for your 
members? Aye ee, Werleves. "Lhiis, our ingstruchion that 
en ae who comes to make a purchase be asked to become a 
liember. We like to discourage people becoming members if 
they are nou widling,. 
MR. FRANCIS: I have the application form here and I 
VL ee bes GS 
THE WITNESS: I referred to lumber, A demand was made 
on us for a carload of lumber but these people did not want 
to become a member, and we told them that we did not want to 
do business with them, 
BY MR. VAUGHAN: 
QQ. Why would they not want to be a member when they 
could get the benefits of membership? A. I don't know. 
i have: no information, 


MR. THORVALDSON: If Mr. Francis would give me the 


financial statement I could examine the witness more 
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intelligently -- that is, a@ complete financial statement 
giving the profit and loss account, the balance sheet. 

Whe SeeNCiS: It 4s not filed. 

MR. THORVALDSON: I do not see how I can intelligently 
examine Mr. Rankin without the financial statement. 

MR. FRANCIS: There is one here. It has not been 
filed but it can be made available, 

BY MR. ARNASON: 

Q This statement has not been submitted to your 
annual meeting? A. No. This annual statement has not 
yet been approved by the annual meeting. 

MR. PARKER: Well, have you last year's? 

MR. THORVALDSON: If it has not been prepared by the 
firm's auditors I can use it, and if there are errors the 
witness can point them out. 

Us ce NCIS*) 1 dowmot think there we any objection. 

THE WITNESS: None whatever. 

BY MR. THORVALDS ON: 

Qe What is the membership of the Sherwood Co-operative 
Association? A. I can give you the last consecutive 
number. We number each member as he comes in. 

Os LL would nares have the total membership, or as 
close to it’as possible. fae I can give the total number 
as I have it, but all are not active. Some have died and 
some have eke released. 

Q- What is the total number? A. Approximately 4,400. 

Q. <Are they all farmers? A. NO} that ii8) “Eb doen't 
think they are. 

1» How many are farmers? A. “Ll could not telr wou, 


v 


Q- Would there be a thousand farmers in the member- 
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2+ Could you give us a definite breakdown of the 
number of farmer members in the Organization and the number 
of city dwellers? A. «1 don't know. how.eaccurate that 
would be because we have many farmers who are living in the 
city. 

Q- You said a while ago that you did not know much 
about 4 (p), but you know it says something about farmers! 
organizations? A. Yes, I am aware of that. 

Q.- How many city dwellers are there in your member- 
ship of 4,400? Surely you must know that? A. No, I 
don! ts | 

Qe My information is that the Aj OFLU) a tao te: 
considerable majority of your membership are city people. 
Can you tell me if that is approximately correct or not? 
pe) Lis mot correct. according. ta-my understanding at the 
present time. 

Q. Do you think you could have the officials of your 

company get that information? Someone must know that? 
You have the addresses of your members, have you not? 
Ae. Yes. We could get at it as closely as it is possible 
if we knew how to distinguish the farmer who is living in 
the city. We have many of them living in the city -at the 
present time. 

2. You have made no effort to distinguish between 
farmers and other members? A. I cannot say that we have.’ 
I have raised the question many times and discussed it to 
find out whether it was possible or not. As I say ,.. at has 
been discussed but we made no SL CSD, FO 20) Whi. 

Qe Did you not say a moment ago that someone wanted 
to buy a carload of lumber from you and you would not sell 


because that someone would not become a member? A. That igs 


correcte 
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Q- Was that a farmer? A. No; that was not a farmer. 
2 So that that person could have become a member 
also. Is that right? He could have become a member for a 
dollar? A," Possibly so. 

Q- Let us be frank. You said that this person who 
wanted to buy a carload of lumber refused to become a member 
and therefore you would not sell that lumber. Hig) i Oas 

Q- If he had paid the dollar and had become a member 
you would have sold him the carload of lumber? A. I ort 
know. It would have to be passed by the board. 

Q.- Does it have to be passed by the board as to whether 
you sell goods? A. «As to whether he becomes a member, 

ae) YOUU TSLOre as one, street in Regina? A Onset 
main street. 

Q+ if Igo into your store will you not sell goods to 
me? A. I can hardly answer that question directly be- 
cause I know that the board has instructed the management 
to discourage non-member business and to ask them if they 
wish to sign the application. 

Qe STHe.qvestionvast «If 2 eo: into your: stone will vou 
sell goods to me irrespective of the instructions of your 
board to the management? Will your manager as a practical 
matter sell me goods if I come to your store? A. That is 
in his hands. 

Q» Whose hands? A. The management. 

2. Wheat is your position in the business? A, Vice- 
President, 

Q. Are you not actively engaged in the management of 
this company? fie NO« 


Vv 


Q. Oh, you are not? A. No. 


Q- You don't work in the store? fy |) NO. 
Q. Or have any connection with the business? A. No. 
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I work On the farm. 

Ye Can you get us that information during the day, 
as to whether I can go into your store and buy goods? I 
will try it at noon, but I can get the information more 
casily through you. 4. Anyone coming into. the Sbore, 
if the management follows out our instructions, will be 
asked to sign an application. 

me <ANyOne coming into your store? A. Yes. 

Q- If I went into your store and they gave me an 
application form to Sign, no one would ask me if I was a 
farmer-or not, would they? 

MR. FRANCIS: They would know, 

THE WITNESS: What they would ask you. lL am mot baa 
position to say. 

BY MR. THORVALDSON: 

2e You said anyone. Do you want to withdraw Chater. if 
anyone goes into your store the management will ask them to 
Sign an application form for membership? Aa. Dam not 
Saying he would; I am Saying those are his instructions. 

Q- How often does your Board of Directors meet? 

A. Once a month, 

Q- Do they at that time consider all applications for 
meboerenhipe id, Yes, 

Q- What types of members do you refuse to admit? 

4. Well the question, ag I Said, has been discussed in 
regard to the city members but no action was taken, 

Q» So you have never refused to admit any member who 
paid his dollar and Signed the application? A, Yes, we 
have refused some, 

2. How long ago? &. I cannot recall any in the 
last few months but we had some that came from outside 


points. 
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% Like Winnipeg? A. No, outside what we consider 
our territory. We did not consider that they should be 
our memberse 

Ye But you have not burned down any person who applied 
Prom Giercivy’ of Reeina? wie Not that I know of. 

THE CHATRMAN: We shall be interested to know after 
lunch whether you have tried the experiment, Mr.Thorvaldson, 

MR. THORVALDSON: I may try it, sir. 

MR. P.RKER: Perhaps he will produce the sales slip 
Be OV ex i. 

ey MR. THORVALDSON: 

Qe Has the membership to be paid in cash? “A. “Yee, 

Q« That cannot be deducted from the patronage dividend? 
io t aon'> Know that i have réadq the by-laws. 

Q- I am not speaking of the by-laws. I am speaking 
of the practice of the firm. Does the membership have to 
be paid in cash? fe J LESS 

Q- You said some time ago that your management was 
instructed to encourage persons who buy from your store 
to apply for membership. You said your Board of Directors 
asked your management to encourage people to do so. 

A. No. I did not mean to leave the impression that they 
encouraged them, but if they wished to deal with us they 
would be asked to become members. They do not wish to 
deal with other than members. 

Q. To make a long story short, if the general public 
soes into the store to buy do you sell to them? A, I have 
asked for that information from the Treasurer recently as 
to what percentage of non-member business we do. 

Qe That was not the question. I will deal with that 


when I come to it. Do you sell to the general public? 


Does your store sell to the general public? A. Nos We 
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sell to our members. 

4. Do you sell to people who come in to buy, people 
who want a stick of chewing gum or anything you have to sell? 
Do you sell to them or do you turn them down? In other 
words, do you refuse to sell to the public? A. There is no 
question but there are some that are sold bO;.. ad ay ovine 
general public outside there are members as I was Z2OLne GO 
indicate by the percentage. 

Ye Can you not answer my question: Do you or do 
you not refuse to sell to the public? If you cannot answer 
the question can you point to anyone in the management who 
can answer it? iu. We have refused. 

Q» But do you as a general rule? Try to answer the 
question. Do you as a general rule refuse to sell to the 
public? I am sorry this is.taking far longer than I 
expected. Ae I am not saying we are unwilling to sell 
to the public because we are not. 

THE CHAIRMAN: Isn't the answer this: “Our instructions 


are not to do so; I do not know whether it is done or ROG"? 


“ee 


THE WITNESS: That is the answer, sir. 
THE CHAIRMAN: We had that ten minutes aZOe 
BY MR. THORVALDSON: 
2. I tried to get what was done apart from the 


~ 


instructions. You are Chairman of the Saskatchewan section 
of the Co-operative Union of Canada? dies \ YG 


Y- So that you are as well versed in cooperative 


principles as anyone in Saskatchewan? fe hh, VOU Wie G 
to put it that way. 
% You are perfectly well satisfied that your system 


of membership, dollar membership, complies with the Rochdale 


Q 


principles of cooperation? te eeee 
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Y You are satisfied as to that? Neon Xo Gee 

Y Now, has your concern tried to do business at 
cost? You do business as any other concern does -- you 
sell. goods at current prices as any other’ store does, do 
you not? tue | WELTY Go. 

Qs You don't try to do business at cost. That is 
the point. I will not pursue that. Do you pay patronage 
dividends? fa Yes. 

Q» How often do you pay patronage dividends? 
ie. Lear ly. 

Q- What is your policy with respect to patronage 
dividends? Have you the revolving door plan or some 
other plan? a. We adopted the revolving door plan at 
the last annual meeting. We had had it in effect previously 
to a small extent but the annual meeting in 1940 authorized 
us to withhold 10 per cent of the patronage dividend. 
Poa Wee in 1940, if Torecall, 

ge waouhold?, 2. 910 per cenme of the patronage 
dividend. | 


Qe For what purpose? ie | Yor carrying on the 


Q. You pay 90 per cent of your profits in patronage 
dividends? a Sey 

Q. When was that decided upon? i. That was after 
bie moserves were set UD. 

Q- Then you decided to pay 90 per cent of the balance 
in patronage dividends? A. Yes, That was put into 
effect, I believe, in 1940, I think so, speaking from 
memory e 

% Do you pay these patronage dividends in cash? 
44e Some are paid in cash and some are paid in goods, 


whatever way they wish to have them, and some are. withheld, 


(NE LOeE: TR 


“ep teas D, <2 
Vas: ti 


vu 
> 


ei! va 


by 


B-1503 -1503-= Mr. Rankin 


Ye SO you do pay patronage dividends in goods? 
fue YOs, we have done that. 
Q. What proportion of them is paid in cash? 
i. Last year I think they were all paid out in cash. 
That was decided at the annual meeting. 
Xe What year? A. Last year. 
Qe 1945? fa aoe 
year iers they all paid. out in cash? “Ad siete ee 
that was to be paid out. 
us eo Proportion was\to be'waid out? ) 2h. tie 
annual meeting decided that 50 per cent was to be paid 
out. 
4s) Was) 2b) paid out in cash? ise 2 CRIBE S06 
ull that 50 per cent was made available by cheque. 
Ye What was done with the other 50 per cent? 
4j. It was held for financing operations. 
Y¥- Whose operations? ie Of the association. 
Heit your association? A. Of the members. 


~ 


Q. The other 50 per cent was held back to finance 
the operations of your association. Is that correct? 
ied Lees 

ie Ute YOU sure of that? ny Well, you can put 
it the other way -- to operate the organization which be- 
longs to the members. 

Q What organization was that 50 per cent used to 
finance -- the Sherwood Co-operative Association Limited? 
ine LOS 

Ye «And what about the 1944 profits? Have they been 
allocated or paid out yet or anything done with them? 


A. They have just been allocated on the books and the 


- annual meeting will decide exactly what is done. 


whe dye nee 
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THE CHAIRMAN: That is the $64,275.71 shown on the 
last page of the brief? 

THE WITNESS: beak 

THe CHATRMAN: None of that has yet been paid out? 

THe WITNESS? No. 

THE CHAIRMAN: Of the $51,206.10 in 1943, what pro- 
portion was paid to the patrons? 

THE WITNESS: Some $25,000. a 

THE CHiTRMAN:; That is, 50 per cent? 

THE WITNESS: Yes. 

BY MR. THORVALDSON: 

Ye «and the balance was held back? Avi Less 

Ye Was it allocated? Ay Yess IL it) wouldvexplein 
the matter, I have a statement showing exactly how it is 
dealt with. 

BY MR. FRANCIS: 

Qe This is your own case? bs OY Sapwhet my where 
Pee OF canta GLoniise.. Vl anow that iomly, 

MR. FRANCIS: This would be helpful. It shows clearly 
what happens, 

THE CHATRMAN: Very well. 

Mes FRANCIS: I.will file: tem eopies. 

BY MR. THORVALDSON: 

2- Now, Mr. Rankin, I notice in your financial state- 
ment, on page two of the 1944 financial statement, that you 
have in connection with your members an amount of $4,090? 
fie « YOSe 

®. That. is your one dollar membership? A. Yes. 

Qe and you have the Saskatchewan Federated Co- 
operatives Limited quota, $49,000 odd. What is that quota? 


A&A. That is the investment we have or, you might say, the 
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members have in the other organization, 

2- Does the Saskatchewan federation owe that to 
your members or to your company? A. It is reinvested 
into the Federation. 

Qe 1 notice under members! quota, Saskatchewan 
Federated Co-operatives Limited, deferred patronage 
refunds, $50,000. What is that? A, That is what has 
been held back, which we have not received yot. 

Ye That is deferred patronage dividends that are 
payable to you some time by the Co-operative Federation, 
a5 1G Bot? Ae Yes, thet is correct, 

Ye So that your investment in the Co-operative 
Pederetion is approximately $100,000? A. That tsi correcs. 

2+ So that instead of doing as was suggested, namely, 
that the Co-operative Federation was financing the stores, 
the fact is that you are financing the Co-operative Feder- 
ation to the extent of $100,000? Is that right? 

A. For furnishing us with supplies, yes. 

Y- They owe you approximately $100,000? A, Yes, 
24° You finance them to that extent? A, That is 
PLeu bs 

Qe And as a matter of fact most of YOUN proriy. oF 
$64,000 for 1944 is tieca up in that $100,000, is it not? 
Ba MOST Orit? - No. 

Qe Most of it. Will you not agree that practically 
all of that $64,000 of profits for this year is tied up in 
the liability to you of the Co-operative Federation? 

A. No. 
te, Lb 28 ot? Ae. NO, “Ub 428. Aen, 


%¢ Could you pay any patronage dividend in cash? 


av) 


fA. This year? 
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yy Ves, A. Yess 

Q- Despite this $100,000 liability? A. Yes. 

a+ You referred to an annual meeting. When was 
your last annual meeting? A, Last January. 

Qe How many were at it? A. Oh, probably 600. 

Qe Is that fairly close to correct? As. “Wedd. 
Somewhere around that. I don't just remember. It was 
as well attended as others. Six hundred or something like 
thate 

4¢« With reference to the directors of your organizat- 
lon, are any of your directors also directors of Consumer 
Refineries? Ae” Lae, 

i makn OL them: Ae No. 

Qe How many of your directors are also directors 
of Consumers Co-operative Refineries? A. Just myself. 

Q- And how many of your directors are also directors 
of the Co-operative Federation? A. Of course, the two 
have one board. 

de SO that your directorates are interlocking in 
Ste James Stree fashion? A, Absolutely. 

2e So that you have the same directors for Sherwood? 
mS 6«NO>», not the’ same. 

Q. I thought you said the same. A. No. TI am the 
only one of the Sherwood Board -- no; there is one other 
but he has put in his resignation on account of sickness, 

2 en really the only one now. 

Q+ Can you tell me how much you paid in patronage 
dividends since you began business -- in cash? 
fe h Can, Cet! vou. 

Q. Can you give me an estimate of that? 

A. It is very difficult. 


Qe Approximately? A. No. 
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QQ. I would like to know the percentage of all your 
Proraus you Nave paid. You give in your brief the tober 
profits since you began, amounting to $445,000 odds That 
has been paid out in cash dividends? I asked you what per- 
centage of that has been paid out in cash dividends. 

A. It was all made available if they wished to have it. 

Qe It was all allocated? A. Yes, and they could 
have had it in cash if they wished to, at the annual 
meeting. 

Q. How much has been paid in cash? A. Mr.Shaddick, 
the Treasurer of the Association, can answer that. 

MR. SHADDICK: Within a thousand or two of $215,000. 
That 1s an approximate figure. 

THE CHATRMAN: That is, 50 per cent? 

MR. SHADDICK: Yes. 

THE WLTNESS: I haventt got accurate figures. I 
would have to quote from memory. 

BY MR. THORVALDSON: 

Qe You are not an affiliate of the Co-operative 
Federation? Boa Ow 

Q. lI presume, as you say on page two of your brief, 
the directors determine from time to time how the surplus 
shall be disposed of? That is determined by the directors 
from time to time? A. No. We put it to the annual 
meeting in practice. 

Q- Does your annual meeting have to be unanimous 
Or 18 a majority vote sufficient on that point? 

A. A majority vote. 

Q» Mr. Parker mentioned to you about your total 
miscellaneous revenue of $12,159.59? A. Would you mind 
if the Treasurer explained that? 


THE CHAIRMAN: If you are going to examine another 
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witness he had better be sworn. 
H. G. SHADDICK, 
Treasurer, 
Sherwood Co-operative 
association Limited, 
having been duly sworn 
testified as follows: 

BY MR. THORVALDSON: 

Ye You have a miscellaneous revenue of $12,159.59. 
These are not trading profits, are they? dey, pio ie 
you are mistaken. There is no such.thing as miscellaneous 
revenue of $12,000. 

Qa. You have here a figure, $12,159.59? A. We have 
miscellaneous savings of $1,040.52. 

e What are those -- rentals? That is what you call 
miscellaneous savings? A ee 

Qe What is that? A, $170 interest, which was 
Victory Bonds; commissions $300; cash overages $112. I 
would like to point out that our auditor, when he audits 
the records of the association, may change some of these 
accounts. There is an item of insurance commissions of 
812.75. There is a building which we rent, adjacent to 
our store premises, at $47, and another building the rental 
of which is $462. 

Q. Those are net rentals? A. On the $462 item, 
~40 a month is charged to our own office expense in that 
account, so that if that was deducted from it there would 
be a net loss on that building of about $18, 

Qe On that amount and also on dividends from 
Saskatchewan Co-operative Wholesale Society -- that is 
now the Federation? Aa” VCS 

Qe And dividends from the Consumers Co-operative 
Refinerics, totalling $12,159, you pay no income tax? 


Ae I hope not. 


ti ) \ 
7 
ep - ‘ai ) 
| ’ > 1 ay 
i ‘ A® . : vr ’ . 
t ut rt) 
‘ ‘ j Mi 7 ; 
1. ae Lv 
mA) q 
' ne _s as 
Due art s ' ae 
ron 0 ee FL 
* ae r 1 J 
So 
A , 
‘ ‘ 7 t 
+s VEAL, 
- i LSel ban 4 2 
* - 
e : | 
: , 
ee - 
i , pp 
» j a . Ves 
. a . 
a oi i 
‘ 
= a “ 
Ki 
vi 
s 
a ce 
: ! 
. = 5 
\ 
“y « ' - 
vy 
2 
1 
? 
i 
‘ 
: ry 
re . 
. 
i v 
° 
am a s s 
he n : 
2 i . 
A 5 3 =, 
‘ o> he 
is 
« : y 
4 
es a 
Ge ‘ 
af 
nfs ‘ ks ad 
« J > 
> Ney 
< P 
, im 5 ae oe OD 
M4 P, : ae 
u , ' 
taney ok” a . 
4 
a 
beat 
Fy 
ree sy 4 . . el 
tle sf 
ne ees as ig 
are | 
; wi 
: an 


~B-1509 


Qe 


~“ 


i, 


-1509- Mr. Shaddick 


You pay no income tax? A. No. 


Do you know the number of farmer members you have? 


A. Only approximately. 


Qe 


What is it? A. Of our 4,000 members the ratio 


MOV Des 1n 22 in Tavour’ of the farmere: 


ay 


Why do you use that ratio? hee 1, O00: VOveeaud 


approximately. 


Dye 


~ 


eat ING gas 


THE 
farmers? 


THE 


ww 


You think you have about 1,800 farmers? 


AU0 in favour or tne’ farnere. 


2,200 farmers? Beth rs aig 


And the others are city dwellers? Ares 


CHATRMAN : Are some of the city dwellers also 
WITNESS: . That is. difficult,to say. 


BY MR. THORVALDSON; 


If anyone comes to the store to buy goods do 


ou sell them? A. We try to encourage anyone who comes 
y 


in to become a member. 


he 


1°] 


But do you sell to them? Ae ,Y@S, On the under- 


standing that we try to encourage them to become members. 


If they insist on purchasing -- well, you are a lawyer 


and you know that there is such a thing as restraint of 


trade, so 
sell them. 


Q . 


that if we have goods for sale we are obliged to 


Do you sell them or do you not? What method have 


you of keeping track of non-member business? Ae We have 


a method that is very similar to some of the others that 


you have heard about. An invoice is written for all merchan- 


dise sold. 


Numbers are allocated to the members, and when 


they are approved by the board and finally accepted as members 


a share certificate for a -one-dollar share is sent to them. 
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Q- How much non-member business do you do? 
foe | would Say approximately 3 per cent. 

Q- Is that all the non-member business? A. I think 
soe That is a very close estimate. 

MR. FRANCIS: There is one other witness I would ree 
to call and that will close the Sherwood case. 

MR. ELLIOTT: There is a question I should like to ask 
Mr. Rankin with regard to policy. 

McDERMID RANKIN, 


Vice-President, 
Sherwood Co-operative Association 


Limited, recalled: 
BY OMRs  ELULOTT: 
| He) On page Tour of your brief, Mr. Rankine vou say: 
"To the contention that to be truly cooperative savings 
should be paid out we submit that the shareholders either 
incividually or collectively have a right to do as they see 
fit with what is their own property." L do Not. ob jseetiito 
that. You say further: “As individuals they could decide 
to endorse the cheques covering savings and turn them back 
tO the association for the purpose of furthering the object- 
ives of the association....." In some associations members 
do individually make loans back tothe association of funds 
they have actually received? A. They have. 

Q+ Voluntary individual loans, not something they do 
in accordance with the wishes of the majority. Has your 
association followed that policy and borrowed from members 
in that way? A. So far as buying shares is concerned? 

Q.- I mean ordinary loans. a. We haven't any amount 
that I know of. 

Q. Does this statement of yours mean that you could 


v 


finance in that way? &. There is no question in my mind 
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but that we could. I think we would have the same results 
Lr we paid all out and appealed to them in the event of 

our needing a certain amount of money to carry on business. 
J have no doubt we would have the same result. 

%- Do you suppose that would have been true in the be- 
ginning of the organization too? 4. Yes; that is my be-« 
ite G ey aA 

Q» id understand that in deciding how much in the way 
Or cash payments will be made you put it up to the general 
meeting? A. Yes. 

Q- But the directors do give a lead? Ay Yes, 

d- Can you tell me anything about the factors that 
determine your recommendations -- how you came to make a 
recommendation to pay out 50 per cent? ie. YOu mean tie 
board? 

M. Yes. 4. Well, in cases where we need capital 
to conduct the business -- 

Q. lf you want more you ask LOR SEC? A. Yes. 

Q- You ask the members to leave it with you? 


me, 166, Sxactly. 


Ge EH. BAGNALL, 
Grocery Manager, 
Sherwood Co-operative 
association Limited, 
having been duly sworn 
testified as follows; 
BY MR. FRANCIS: 
Qe You reside in Regina? As Yes, 
Q- I understand you have been a retail merchant for 
twenty-nine years. A. Yes. 
Q- And for twenty-three of those years you conducted 


business in Regina? A. Yes. 


Q- . for six years prior to that you were in the country. 
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A. Yes. 

Q- What is your present position? A, Grocery 
Manager of Sherwood Co-operative Association. 

Q- Did the Sherwood Co-operative Association buy the 
business you formerly operated? ALVES 6 

Q- During the dase three years of your operation, 
what income tax did you pay as arising from your income in 
that business? A. Last year I did not pay any, 

THE CHATRMAN: What year was that? 

THE WITNESS: 1943, 

BY MR. FRANCIS: 
ay Did you operate at a loss? we! MSs s 

Ooi thevwearbefore did you pay Vinceme: Pat AP Vyas, 

Qe About how much? A. I cannot give the exact 
figures; about $100. 

Q» In the year 1944 approximately how much income tax 
will you have to pay as manager? A. About $180. 

Q-» During the last few years have you in any year 
paid as much income tax as $180. A. Not within the 
last few years, 

2. Why did you sell your store to Sherwood Co-operative 
Association? A. Well, for a number of reasons, the 
principal one being because I was always sympathetic to the 
cooperative movement, the cooperative way of doing business, 
and because a cooperative association can do business with 
a smaller overhead than the average independent merchant. 

Q- Why can a cooperative do business with a smaller 
overhead? A. It does not have to spend money to coax 
business; the business is already there. The members 
haturally support their own business and in that way you 


don't have to spend huge sums of money on advertising and 
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such tnings. 

Q» Where did you first learn about cooperative 
principles? You said you were sympathetic to them? 
A. In Davidson. 

Qa. Thatoas; Mr. Wiason's organizations Aa Yose 

Q. Did you carry on business there? Asi NGwu ack Wes 
in business in the next town. 

Q. And you saw the advantages of the cooperative method 
of operation? A. Yes. 

Q. And since then you have been convinced of the 
benefit of it? Ay Yess 

Q@. You are making a greater contribubion now, as 
manager of the grocery department,’ to the national revenus 
than you have done for many years as an independent merchant? 
Me LES 

QO. There has been a great deal said about personal 
incentive to work. How does the incentive you have now 
compare with that which you had prior to taking over your 
present position? Are you as contented? A&A. More so. 

QO. You are more contented than you were before? 
Ay UYeS. 

GO. 2s it Tair to suggest that you wish wou mad) been 

in the movement many years ago? Ay: ess 
BY MR. THORVALDSON: 

J Dolyou know of any of your friends: who are not also 
| paying a lot more income tax than two or three years ago? 
MR. FRANCIS: That would be hearsay. 

THE CHAITRMAN: He may have heard that, but he has no 
| business to speak about his friends anyway. 
MR. THORVALDSON: It is common knowledge that income 


tax rates are higher than they were a few years ago. 
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THE CrisTRMAN: We all know that. 

MR. THORV.ALDSON: But my learned friend has found it 
necessary to examine along these lines, thereby giving a 
misleading ‘impression. 

MR. FRANCIS: I found it necessary to examine along 
these lines because of reckless statements made across the 
country by a number of people. These are facts, and I 
suggest that the facts are more important than nee! 

THE CHATRMAN: The evidence is perfectly relevant. 


YOucn6ed not’ worry about! that; 
The Commission adjourned until 2.15 p. m. 


The Commission resumed at 2.15 p. m. 

MR. FRANCIS: With regard to the credit union briefs, 
Mr. Chairman -- 

THE CHAIRMAN: Are we finished with the last one, the 
Sherwood Co-operative Association? 

MR. FRANCIS: Yes, that is closed. There is one more 
on the list I would refer to before dealing with the credit 
unions. It is the brief prepared by the Saskatchewan Horse 
Co-operative Marketing Association. The brief is forwarded 
and submitted by Mr. L. B. Thomson, Superintendent of the 
Dominion Experimental Station at Swift Current. I happen to 
be acting as solicitor for the organization and it has been 
agreed that I should speak to the Commission at this time 
regarding it. The brief deals with a rather interesting 
cooperative association that has been set up to study the 
problem that arose in the prairie provinces. The name of 
the association is Saskatchewan Horse Go Sans neaee Marketing 


Association. If it meets with the approval of the Commission 
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we propose to file the brief without reading it but we 
would direct the attention of the Commission to its contents. 

I would refer 56 one point. There are 824,000 horses 
in Saskatchewan and approximately 300,000 are used for farm 
work and 200,000 horses for replacement and 100,000 mares 
for replacement. This leaves a surplus of horses for which 
there 1S no market. It was to meet that agricultural situat- 
ion that it was decided by the farmers and ranchers interested 
to set up a cooperative to solve the problem or at any rate 
to cope with it. The brief was forwarded Dy Mr. Thomson, 
who has been interested in producer cooperatives for many 
years and with that explanation I will file it and leave it 
to be dealt with by your Commission at such time and in such 
manner as you see fit. 

MR. PARKER: Are the necessary financial statements 
attached? 

Ms FRANCIS? “Yes. 

THE CHATRMAN: This organization is just in its infancy? 

MR. FRANCIS: Yes. It has stressed the point that there 
is no other type of organization that would come into the 
eres to solve the difficulty of the farmers. With this 
end in view, the farmers banded together and formed a coe 
operative to solve an urgent problem. It is an unusual 
type of organization. 

With respect to the credit unions, you will note from 
the list that there are several unions which have filed 
briefs. We have had a conference and we suggest that we can 
save a good deal of time of the Commission and still do 
justice to the credit union cause by Selecting three or four 
representative briefs and then directing the attention of 
the Commission to the others, without calling any witnesses 


and without having the briefs read, 
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Subject to the approval of the Commission, we propose, 
instead of calling six or seven ov these witnesses, to call 
the President of the Federation of Credit Unions of 
Saskatchewan, Mr. Molloy, who is very familiar with the 
credit union situation in this province. He also happens to 
be the President of the Co-operative Credit Society, which 
is analogous to a clearing house or bank for cooperatives 
and credit unions, and he is familiar with the whole picture. 
We propose to call him to make a brief statement regarding 
theveredait union situation in the province, ang to follow that 
by having briefs submitted on behalf of two representative 
rural credit unions, one at Lafleche and one at Antelope. 
They are different and will give a general idea of community 
enterprise. There is also one from Regina. 

THE CHAIRMAN: The remainder will be filed? 

MR. FRANCIS: Yes; and to complete the credit union 
presentation we propose to file -- and, if you desire us .to 
do so, to read -- the brief submitted on behalf of the Sask- 
atchewan Co-operative Credit Society. Let us call it the bank 
fOr tie @donsnt. . That. is the suggestion we make with two 
objects in mind, namely, to save the time of the Commission 
and also to give the credit people a chance to make a fair 
presentation of the Situation as they see Lb. 

MR. PARKER: It has been called to my attention that in 
reference to the statements we were dealing with this morning 
it is clear that you intend to file statements in each case 
from the year 1938 down to 1944, 

MR. FRANCIS: No. The instructions were to file one 
pre-war statement and one 1943 statement with regard to the 
local cooperatives, and for the Federation we were asked 


yesterday to file a complete set for ten yearse 
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THE CHAIRMAN: It would be difficult to get the same 
set of statements from all. 

MR. FRANCIS: No, Mr. Chairman. We would be glad to do 
that but for the fact that some may not go back to 1938. 

THE CHATRMAN: Well, from the time of their inception. 

MR. FRANCIS: Yes. The request was for two sample 
statements. 

MR. PARKER: That is true; but on reflection it seems 
to me that would not present a full picture. We would need 
to have a series. é 

Ms, FRANCIS: Yes. We shall. be Glad. tOdiilewmit. 

THE CHAIRMAN: What brief are you taking up now? 

MR. FRANCIS: What I propose to have now is a preliminary 
Statement from the President. 

THE CHAIRMAN: It would be better to have it in connect- 
lon with one of the bricfs, 

MR. FRANCIS: The statement which Mr. Molloy proposes to 
make takes the place of all those briefs which we are not 
calling. -It does so, ina sense, as far as the public 
hearing is concerned, and the object is ees you an 
over-all picture of the credit union movement, after which 
we will take up representative credit union briefs. 

MR. PARKER: Those are Regina, Antelope and Lafleche. 
Can we deal with them more or less as a group and have 
Mr. Molloy's statement in conjunction with them? 

THE CHATRMAN: That is aaa had in mind. 

MR. PARKER: Then that could be supplemented. We will 
assume, then, that we are dealing with those three at the 


present time. 
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Statement by T. M. Molloy on Credit Unions 


MR. PARKER: According to the list, there is no formal 
brief filed in connection with the Co-operative Union of 
Saskatchewan. 

MR. FRANCIS: I have a watching brief. 

MR. PARKER: Is this gentlemen going to speak on 
behalf .of it too? 

MR. FRANCIS: No. Mr. Rankin is President of the Co- 
operative Union of Saskatchewan. Mr. Molloy is President of 
the Credit Union Federation and he is also president of the 
Saskatchewan Co-operative Credit Society, but he is not an 
official of the Co-operative Union. 

THE CHaTiMiN: That will develop as we go along. 

MR. FRANCIS: Yes. 


T. M. MOLLOY, 
Fresident, 
Credit Union, Federation, 
having been duly sworn 
testified as follows: 
BY MR. FRANCIS: 
Qe At the present time, I understand, technically 
you are retired? Aa OS, technical 1 ys 
Qe J understand also that for several months in the 
year you are associated with the War Finance Committee and 
the Victory Bond Campaign? fies YCSe 
Qe You are an ex-Deputy Minister of Labour and Public 
Welfare? Bia LY OSs 
ey OU are one of the Original members of the committee 
that was set up in Saskatchewan to procure the enactment 
eo: Lie Credit: Union Act in) 1955? A, .. Yess i. was not one 


of the original members. I was a member of the original 


committee. I replaced one of the members who retired, 
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Je and you have organized a number of credit unions? 


Qe «and you have been President of the Federation 
Union? we LOSS 

Qe You are President of the Saskatchewan Co-operative 
wUCMeuyree To Yess 

Qe Sid) held) that! drrice since the inception of the 
society in 19419 bes Yee. 

ae! YOU are One of ‘the original incorporators of that 
organization? ike Yes, 

Qe as President of the Credit Union Federation, will 
you as briefly as possible give the Commission a general 
introductory statement dealing with credit union movement 
in Saskatchewan? 4. iS suggested, I intend to make it 
as brief as possible, I do not intend to go into the 
philosophy or previous history of the credit union movement; 
you will hear that on several occasions. So far as Saskatch- 
ewan is concerned, however, we set up a committee in 1956 
to interview the Government with a view to bringing about 
legislation to permit the operation of credit unions, 

In the session of that year they passed an Act and 
credit unions began to be formed in 1957. Since that time 
we have organized 163 credit unions in the province. There 
are 163 at the present time and they comprise a membership 
of roughly 20,000 people. Sines their incorporation they 
have accumulated assets of 2,500,000 and at the present 
time they have a total, since incorporation of $3,500,000 
loaned to artisans, farmers and other members throughout 
the province. That total sum has been loaned as at the end 
of othe vlast year, as nearly as we could estimate conservative- 
ly or generously, with an amount of $300 that might be 


considered in the doubtful column. There has not been a bad 
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debt in the sense of peing written off and there is not 
more than $300 of the $3,500,000 which might be termed 
doubtful or past due. The total amount of loans by these | 
credit unions at the present time is $750,000. 

I do not propose to deal with the individual activities 
of the credit union movement. It is ovr intention to give 
two representative samples, one from the rural area, which 
we have divided into two, a large progressive one and the 
ordinary type of credit union, and then we give a view of 
the city operations of credit unions. 

In these credit unions since they were organized the 
gross earnings on share capital amounted to $28,600 and 
$11,900, or 42 per cent of that amount, has been returned 
to the members by way of dividend interest on deposits 
and borrowers' dividends and things of that kind, which 
leaves 58 per cent of the money which they have earned during 
their lifetime in the hands of the credit unions. Of that 
08 per cent, 20 per cent had to go into the reserve amjolake me 
so that it can be said that possibly from 38 to 40 per cent 
of the total income was used in cffice expenses and supplies, 
Stationery, postage and things of that kind. Forty-two per 
cent of the money has gone back to the members of the 
eredit unions. 


So far as our Federation is concerned, to give you an 


idea of its make-up, the organization is in itself merely 


a legislative, educational, guidance and policy-suggesting 
institution. Out of 163 credit unions in the province, 

141 are members of the Federation. Of the rest, there are 
I suppose 20 that are newly created associations brought 
into existence this year, which either have not yet reached 
the conclusion that they wish to join the Federation or are 


waiting until they get funds in their hands. In the province, 
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I would say, there are possibly not more than six credit 
unions that are not either actively in the Federation or 
on the verge of joining. I cite that to Show that the 
Federation is a representative organization. 

THE CHAIRMAN: Are these scattered all over. the 
province? 

THE WITNESS: Yes, from the north to the southeast 
cornere Mr. Turner submitted a map which someone suggested 
Should be photostated and. used in your report. It shows 
that the organization igs widespread and it gives a better 
idea than I can convey in words of what the credit unions 
are: doing’. 

In areas where a few homesteaders are just getting 
together to finance their problems the conditions are not 
the same as in settled communities. You Will find districts 
in the south where one credit union, after two months of 
organization and operation, have a paid-up Capital of over 
$25,000 as compared with some in the north which after 
operating two years might have twenty-five or Party @ollars, 
That will give an idea of how widespread they are, 

I do not want to anticipate what is set out in the 


briefs which will be submitted to yous. There is nothing 


further that I can say, and I have no desire to take up 


your time stating what others are prepared to tell you in 


roy 


etail. All I wanted to do was to give a comprehensive 
picture of the movement so far as it affects this province, 
and in that way give you some inkling of what we are talking 
aboute 

THE CHATRMAN: You do not propose to deal with the 
growth and operation of the movement? 


THE WITNESS: No, sir. I leave that to the individual 
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associations, since we are all operating under the same 
Standard by-laws and the same Act. That being the case, 
anything that I might say would be only a repetition, or 
rather an anticipation of what others will submit to you. 
I might say a word however about earnings. Asi a ‘have said, 
42 per cent went back. The average rate of dividend paid 
to the members varies from three and a half to three and 
three quarters per cent, so that there have been no 
exorhibant earnings in these credit unions. | They are all 
financed and run according to the most economical plan, 

on a self-governing basis instead of hiring expensive help. 
That, gentlemen, is a general view of the Situation. 

We have three or four types of organization, For 

instance, there is an Occupational group which will be 

omposed of employees in industry -- people from the Pat 
Burns establishment or the Ogilvie Milling Company or the 
Staff at the City Halil, or federal employees. Then we have 
religious groups; there are three or four Roman Catholic 
groups in the province, who have membership from the 
congregations. Then there are racial STOuUps such as the 
Ukranians, for example. The community groups, for the 
most part, embrace persons residing within the community. 
One from whom you will hear this afternoon will tell you 
that the membership ig drawn from the municipality in which 
they reside. That is not provided in the law. That is 
according to their own regulations governing where their 
members are to come from. The members of every credit union 
have some bond in common, They are associated either in 
business .or.in a community, in trade or ina enuroh, or 
Something of that sort thet gives them a tie between one 


another. 
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THE CHATRMAN: Perhaps we can take up the individual 
cases nowe 
MR. FRANCIS: The first brief is from the Lafleche 


Community Savings and Credit Union. 


EH. H. BILODEAU, 
Manager, 
Lafleche Community Savings 
and Credit Union, 
having been duly sworn 
testified as follows: 

BY MR. FRANCIS: 

Qe You are a resident of Lafleche in the province 
of Saskatchewan? ae 168, Since 19en* 

Qe You hold the position of Postmaster in “hat town? 
As Yes. 

Qe You are also Secretary-Treasurer of the Board of 
Trade? Hie  YOSe | 

Qe «and you take an interest in community affairs? 

A. Yes. 

Q- What position do you hold in the Lafleche 
Community Savings and Credit Union Limited? 2h Secretary- 
Treasurer. 

2 How long have you held that position? 

H. DANS 4ts organization. 

Q- In what year? A. April’ 19) se. 

Q- What group wags responsible for getting that 
credit union started? A. The Board of Trade really 
Started the movement. We formed study groups at first 
but the Board of Trade of Lafleche really eave Tt eS 
first step. The members of the Board of Trade contributed 
a Tew dollars to get it started. 


Qe This brief which you are about to submit to the 


Commission was prepared in what manner? A. It was prepared 
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by myself, consulting my Board of Directors of Pive, 

Q- You have authority to present it on behalf of 
the association? A. Definitely so. 

Qe Will you read the brief please. Ae OE ene 
It reads: 


“Lafleche Community Savings and Credit Union, Limited, 
Lafleche, Saskatchewan 


“Submissions to the Royal Commission on Co-operatives: 


"eh Credit union: is primarily a community self-help 
organization. As such it cxpects and receives numerous 
free services from its members. The Secretary-Treasurer 
is paid as a very large proportion of his time is absorbed 
by credit union business, especially when the volume is as 
large as that of our Lafleche Credit Union. It has also 
been found necessary to hire some clerial REL Dp. 

"The Lafleche Credit Union was Organized ini Aprid 
1958, in the midst of years of drought and depression. No 
credit was available in this community to the average 
citizen. By group action, through the organization of this 
credit union, members were able to Save close to $2,000 
ia the Tirst year of operation and loaned out to themselves 
$4,000, or double the amount they saved. The total assets 
of this credit union after Six and one-half years of 
operation are now close to $400,000, and loans made to date 
are almost $480,000. 

"We have made a total of &,563 loans to our 781 
members, the average amount of a loan being about $200, Our 
individual loans have ranged fron $10 to $4/0009- ATT thease 
loans have been made without any losses. 

"Our 781 members include both farmers and townspeople 


of Lafleche. We have clerks, lawyers, stenographers, store- 
¢ 
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keepers and other businessmen among our members, as well 

ao SMa jority of the farmers in the vicinity of Lafleche. 
Every nationality found in the district is represented in 
our membership. Loans have been extended to all classes 

of members." 

We have some Chinese who are good members of the 
Union. I don't know if that is relevant. Continuing: 

"Gur meetings are well attenced. Over 200 members 
were at our last annual meeting and about 200 members 
attended a general meeting last July. 

"Writing to Mr. Bilodeau officially regarding the 
good work of the Credit Union at Lafleche, Mr. Colpron, 
Sheriff of the Judicial District of Gravelbourg states 
2 Oar? 

"that so far we have had fewer contentious 
matters coming before the courts from Lafleche 

than from any other point within this Judicial 

District. We also have had fewer applications 

for repossession of farm implements under the 

Limitation of Civil Rights Act, also fewer applications 

for adjustment of debts under the Debt Adjustment 

act, fewer actions for foreclosure and for cancell- 
ation and practically no Seizures under executions,! 

"A true copy of Mr. Colpron's letter is attached as 
an appendix to this brief. 

"These facts are brought to your attention to show the 
economic value and the need for the Services of ‘the credit 
MOR An our community. 

"During the year ending December 31, 1944, the total 
income of our credit union was $9,928. Of this, $5,256 


represented expenses of the yearts operations including 
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~l,211 reserved for bad loans, in accordance with the 
governing Act. Salaries paid totalled $1,550. These 
salaries would have been much higher had not the Credit 
Union received the services of its Board of Directors, 
Credit Committee and Supervisory Committee, free of any 
charge whatsoever. The $4,672 surplus was used to pay 
the members at 3-1/2 per cent dividend on their shares 
pvGne Credit, Union. This is all the members received 
for the use of their money by the Credit Union. Had all 
services received by the credit union been paid for, the 
rate of returns on shares would have been even lower. 
"Starting in 1943 we have been required to deduct 
7 per cent at the source for income tax on the dividends 
we pay out. As the average dividend per member is about 
$6.00 the majority. of these deductions’ are less than 50 
cents each. As a large proportion of our members have 
incomes that are too low to be taxed they are entitled 


pore avoLy Torirer tnd: ofthis: taxes they do so we have 


ie) 


Little doubt that the cost to ths Income Tax Department 
of making these refunds would exceed the total amount that 
we have deducted at the source. Hence we Suggest that, in 
the case of the small sums we pay to our members in 
dividends, deduction at the source is a costly method of 
collecting the income tax. In that regard it should be 
borne in mind that it is costly to the credit union, too, 
as someone has to do the work of computing 7 per cent of 
each shareHolder's dividend and preparing him a statement 
showing the amount of income tax he had paid. 

"Further we suggest that the credit union share bears 
very little similarity to a joint stock company Share. Tho 


latter is a certificate of stock and cannot be withdrawn 
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on demand. The membership share of a credit union has 
certain Similarities, but the rest of the shares are 
devoid of voting privileges and can, in practice, be 
withdrawn at any time on demand. Credit union shares are 
in reality only a deposit entry ina passbook. According 
to the Credit Union Act a ered. bt Union ean demann up to 
ninety days notice before a withdrawal of shares is made, 
but we do not know of any credit union that has taken 
advantage of this privilege so far. Therefore the credit 
union members deposit shares in their credit union in 

the same manner ag they would deposit money in a savings 
account in the bank, 

“A credit union teaches people to work together to 
solve their financial problems. Their educational value 
alone is enough to justify their existence and therefore 
we suggest that the Government should avoid any form of 
taxation which would tend to weaken credit unions. They 
also teach habits of thrift and some of our poorest members 
have through sacrifice been able to save amounts up to as 
much as one hundred dollars and Over. Taxing their 
dividends does not encourage them to continue this effort, 
The credit union movement is primarily a self-help 
organization, and has always received encouragement, and 
guidance from the Government. No other organization hag 
the same facilities to work for the benefit of its 
members and help build up a prosperous community. Other 
financial institutions are so constituted that they cannot 
handle profitably Savings in small sums or extend credit 
in small amounts at low rates of intereste 

"We firmly support the principle of taxation of 


individual incomes but in view of the foregoing considerations 
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we would urge the Government to reconsider application of 
Section 92 of the Income War Tax Act to dividends on shares 
in eredit unions in Saskatchewan. 


"All of which is respectfully submitted, 


EH. H. Bilodeau, Secretary, 


Lafleche Community Savings & 
Credit. Union lami. 


Court House, 
Gravelbourg, Sask., 
January 15, 1945. 
"Edmond Bilodeau, Esq., 
The Manager, 
Lafleche Community Savings 
and Credit Union, Ltd., 
Lafleche, Sask. 
eee TS Ln, 
"With reference to the telephone conversation that 
I had with you today regarding the good work accomplished 
by the Credit Union in your community I beg to say, with- 
out hesitation, from the knowledge that I have acquired 
from what transpires in the Court House of the Judicial 
District of Gravelbourg, where I happen to hold the offices 
of the Local Registrar, Clerk of the Court, Sherith, 
as well as Representative of the Provincial Mediation 
Board, that so far we have had fewer contentious matters 
coming before the Courts from Lafleche than from any other 
point within this Judicial District. We also have had 
fewer applications for repossession of farm implements 
under the Limitation of Civil Rights Act, also fewer 
applications for adjustment of debts under the Debt Ad just- 
ment Act, fewer actions for foreclosure and for cancellation 


and practically no seizures under executions, 


“as you know, I have been well acquainted with the 


“a 
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Lafleche District and its inhabitants for many years and 
I am also acquainted with their financial condition 
which has improved immensely during the last six or geven 
years. Better prices for farm products and better condit- 
ions generally have no doubt helped to the betterment of the 
population, but a large part of the credit for this amelior- 
ation, we must admit, is coming to the Lafleche Savings 
and Credit Union for restoring confidence in the people 
by teaching them how to take care of their own affairs, 
by impressing on the members of the Union the necessity 
of systematic savings and by advancing judicious loans 
when needede 

"I am sorry that you have given me so little time 
to deal with this question which should be of interest to 


alll communities which have the spirit to work together 


and to progress. 


Your obedient servant, 
Ernest Colpron, 


Sheriff of the Judicial 
District of Gravelbourg," 


oa cas ere 
BY MR. PARKER: 
ae in the middle of the second paragraph on page 
one sy SUM say es  " By “eroup action, through the organization 
of this Credit Union, members were able to save close to 
$2,000 in the first year of operation and loaned oust. GO 
themselves $4,000, or double the amount they saved." They 
saved $2,000 in respect of what? What do you relate that 
to? They saved $2,000 out of what? A. There’is a turn- 
Overs Jf you have $2,000 in a credit union ana i GA Ge 
Pun properly that should turn over onee and a half or twice 


in the year, 


oo 


se 


ae 
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Qs That was the extent of your carnings the first 
year, $2,000? A. Yes, and we turned it over twice. 

Q. The carnings were $2,000? Aa, Nog: Phe La“tne 
share capital, the money that was gaved by the members. 

Qe On page two you say: "During the year ending 
Decembers,51, 1924, the total. income. of our credit: union 
was $9,928." You use the word “imcome™ deliberately? 
As. XYOSs 

Qe That is income of the association? A. Gross 
income. 

Qe Out of which you pay -- A. Salaries and all 
expenses in operating the credit union during the year. 

Das siniceow have. tert .-—.))) Aw $4672, 

Q. if the other amount was your gross, income that 
is your net? on ees} You Gould Gall tone o. 


Qe Do you file income tax returns showing that? 


Qe Have you been taxed on that? A. We have been 
Geared / per Cont on, that. 

Q... Does the association pay. income tax or merely 
deduct it? A. We deduct it from the members! dividends. 

Q. After apportioning to the different members you 
deduct:..7 per cent: Lieut SS» 

QO. But the association as such has not been paying 
income tax? fA. No. 

Q. Have you been making returns showing that the 
net income of .the association was so much each year -- 
returns to the Income Tax Department? A. Yos. We 
make income tax returns showing the dividends and the 
deductione 

Q. That is, showing the details of how that $4,672 


was disposed of? A. Yes, the name of each member. 
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Qe Putting beside each name the share? A. I would 
say all the members. We don't have to show names in connec- 
tion with dividends paid below five dollars. 

Q. But any above that? A. <Any above that amount 
is returned to the Income Tax Department. 

Qe Have you ever had any communication from the 
Department intimating that the association itself ought 
to pay income tax on the money before you hand it back to 
the members? Me) On 

‘Q- Just how is that income arrived at? You have 
Gervain moheys on hand from the sale of shares? A. Yes, 

Q- Share capital? A. «aA share in the credit union 
LGureally 4 deposit.” We loan that to’ our members, 

Q. JOU Set alcerteain amount by chareine. 4 member ship 
fee. Does a man have to pay something to become a member? 
4. There is a twenty-five cent membership fee. 

Q- Then he makes certain deposits? ioe, es Cn MEihe 
form of shares. 

ie ay return for which he gets a share? A. Ness 

Qe GUD 1G 18 a ditferent-kind of share from thas 
which he got when he joined? Let me put it this way. 

When he pays twenty-five cents and becomes a member what 
does he get to show that he is a member? A. He has on 
deposit five dollars and he pays twenty-five cents as a 
membership fee. He loses that. He gives that to the 
eredit union. . 

Qe As soon as he deposits five dollars he gets a 
share representing that? f,. Yes; he gets a pass book as 
if o bank, 

Q% And if he deposited fifty dollars he would have 


ten shares? Aer ees 
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Q It is that money that you loan? Be LY SR 

Q. How much interest do you pay a man on his deposit? 
Me Une Bnd a half per cent. 

Qs, WeG Lea rixed rate? A. Yes. 

% So’ that the money you have to loan costs you one 
Mora eli per cent. and you. loan: it et what) rater. ola) (On 
the average about 6 per cent. We have loans at 8 per cent, 
¢ per cent, 6 per cent, and to help finance Victory loans 
we lend at the same interest as the bond. If a member 
wants to buy a bond we charge the same interest as the bond. 

Qe apart from that it is one and a half per cent per 
month? Ae We have no one and a half per cent per month, 
a farming community has a different type of loan. 

Q tt is out of the difference between the 6 per cent 
at which you loan and the 1-1/2 per cent which you pay for 
the use of the money that you pay handling charges and have 
$4,672 net left? Is that right for that particular year? 
i. You must take into consideration that we pay 3-1/2 per 
eent on shares. 

Q. Yes, of course, after paying 3-1/2 per cent on 
shares. i. We have some we pay 1-1/2 per cent. A deposit 
account in a credit union is like a checking account. 

Qe You earn money by loaning to members and charging 
6, 7 and & per cent as the case may be, and having paid 
interest con your shares and all your expenses, you have a 
certain amount left over? A. Yee. 

Q- How is that disposed of? Do you pay back to 
members according to share capital, according to the shares 
they bought? 4. There is a gross income here of $9,928. 
Out of that there was $1,550 in salaries, then there are 
operating expenses such as rent, heat, light, coal, and 


there is stationery, cheque books, which leaves $4,672 of a 


B-1933 


~15353- Mr. Bilodeau 


Surplus. 
Qe Al] I want to know is this: On what basis do you 
dispose of that $4,672? Do you pay it back? A. Pay it 
back to the shareholders, 
Qe in what proportion? A Weld, ativthe rate or 
3-1/2 per cent. This $4,672 represents roughly 3-1/2 per 
cent dividend. 
Q% On all deposit money? 4. On share money. 
Q- isn't it the same thing? 

BY MR. ARNASON: 
Qe Would you care to tell us, ofthe moneys deposited 
by members with the credit union, what amount approximately 
is on deposit in the form of shares and what is deposited 
in current account? A. Our capital actually is $400 ,000; 
that is pretty close. Figure on $400,000, and $225,000 
at present is share capital, the balance being on checkine 
accounte 

Q. You pay 3-1/2 per cent on $225,000? A. Yes. 

BY MR. PARKER; 
Qs 'On Share capital? Ae Yess 
BY MR. ARNASON: 

Q. ind 1-1/2 per cent on the rest? A. On the deposit 
accounts. 

BY MR. P.iRKER: 

Q- and that takes care of the $4,672? A. That 
3-1/2 per cent, pretty well, yes. 

Y Have you any source of income other than the interest 
on these loans? i. We have the Victory Bonds. 

%- How did you come to buy Victory Bonds? What has 
that to do with loaning money to members? A. We have a 
surplus at the present time and we invest it like any other 
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Je How much, roughly? i. At the present time our 
investments are $250,000. 

Q- Out of that $9,928 which you show, roughly how 
much is represented by interest on these investments? 
ow, thee thousand or alittle betters 

Y- So that about a third of your income is earned by 
ueine Ghis money to Lnovest: it? Ae 68% 

Q. Ls that what the credit union was formed for, 
primarily, to become an investment company earning money 
for its members? f... I am not prepared to say. 

THE CHAIRMAN: How did you build up the $225,000 you 
have invested? 

THE WLINESS: That is savings of our people in our 
communitye 

THE CHATRMAN : That is, surpluses above the amount you 
paid back by way of patronage dividends? 

THE WITNESS: I don't understand. 

BY MR. ELLIOTT: 

Q You have received from your members $225,000 in 
share capital and $175,000 in borrowed capital. You lend 
to your members what they need and what you consider good 
loans? ee) LOC» 

Y  <dAnd you have at present about $250,000 left in 
addition to what cash you keep on hand with which you have 
bought Victory Bonds? Ae Y GSe 

J So that the $250,000 in Victory Bonds plus loans 
plus cash on hand equals roughly about $400,000? Aw Yess 

BY MR. PARKER: 

Ye Phat 1s: clear. he point on which I am not 
satisfied, or which I do not understand, is how the building 
up of share capital merely for the sake of investment and 


receiving interest on those investments helps your members. 
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That $250,000 that is invested cannot be loaned? A. At 
the present time, due to war priorities and restrictions. 
and so forth, our board believes this money will be sooner 
oe later used in ths community as soon as the war is overe 
We finance combines, tractors and anything on the farm and 
we are of the opinion that we will use all that money and 
perhaps more in our particular community. 

ye The only point I am interested in at the moment is 
this. I fail to distinguish between what you are doing 
with the $225,000 end what anyone does in’ an ordinary company. 
A. If these were normal times we would find places in our 
community to invest it in’ loans. to mémbers, 

Q- Everybody is well off now and not as many loans are 

eguireu., ts that Tt? A. People need a lot of farm 
implements. 

4 But not to the extent that they come to you for 
loans? fe. Have applications On wy Tile Dove exten: 
of $30,000 pending the getting of tractors, farm tractors. 

BY MR. FRANCIS: 
ve iL want to pursue One “point for a moment. “Ato one 
bottom of page one I see this statement: “Every nationality 
found in the district is represented in our membership." I 
want to take that statement for a moment and have you 
Gevelop 1G. ° You have in your oredit union a board of 
aqirectors, a credit committee and a supervisory committee. 
That was before the Commission in Vancouver. Tell the 
Commission the personnel of your Board of Directors. Is 
the President a farmer? A. Yes, 

Q. <A French-Canadian? A. Yes, and one member is of 
English origin and another of German origin. We have one 


Mennonite and there is myself. 
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Q- That is a cross section of the Board of Directors? 
As YeSe 
Qe And on the Credit Committee? Ae The Chairman is 


a 


of English origin and there is a gentleman from France. 
Then we have a Belgian, a man born in Belgium and a farmer. 

Q» And the Supervisory Committee? A. The Chairman 
is a@ lawyer, English; then there is Mrs. Galbraith, 
stenographer. 

Qe She is Scotch, and there is Mrs. Burke, housewife, 
Irish. You never get a unanimous decision on that committee? 
Ae. Absolutely, 

Q- 1 am serious now. I would like to have your opinion, 
and I think the Commission would be interested in your 
opinion on this point. Has the existence of the credit union 
in your community tended to weld the different nationalities 
together? Hee oes, "Cetin te ly 50% 

as “LMav Ss your ‘Opinion? A. Absolutely. 

Qe Let us take an annual meeting. I presume you have a 
United Church minister in your community? Reese 
Q Does he attend the general meetings? Ase Pes. 

Q- And you have a Catholic priest? Hae LOG ey, 
Make it a@ point to attend. 

Qe’ Doss. he attend? fis oh OB 

Qe And the Chinese, do they attend? Ay Oho yess 

ye All these nationalities are brought together in the 
annual meeting and you have discussions? A. Yes. 

Qe What does this working together in these discussions 
tend to do to the community? A. Speaking as Postmaster, 

I can say it helps. It is a great thing for the community. 
Where we are all divided in race and religion it certainly 


builds up a better community. That vs one big Tactor in the 


credit union; there is no doubt about that. 
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Q» You have been in this part of the country a long 
time and you have seen how things develop. Do you think the 
development of the credit union movement throughout the 
provinces would tend to be a unifying force in Canada? 
Aad would Say so, definitely, 

lithe tiie: your opinion? wAja Wer. 

Q- i remember seeing somewhere a list of loans, a 
breakdown of several thousands in loans you made and some 
Seemed to be rural and some urban or town loans, money 
loaned to people in the town. What do you say to the 
suggestion that the existence and operation of this credit 
union in the community has tended to weld the people into 
one unit or to bring them closer together? Hier HGS eee) hed. 
mrimeniuos, helprdoing sos hbvchas todo that. 

Q- Has it done so in fact? Ain Yes jobt thas eitinous 
communitye If you made inquiries. you would find it is so. 
I may be a little prejudiced, of course -- 

Qe But you are Postmaster and are in touch with 
everyone? Roe Vos. 

Qe And that is your opinion? A. It has brought the 
farmers and business men together, 

Q- It has brought all varieties together, farmers and 
business men? A. Yes. 

Q. There is one other statement on page one, where you 
say: "No credit was available in this community to the 
average citizen." You know the surrounding towns close to 
Lafleche. Would you say that at the time the credit union 
was formed the average man in the surrounding district 
could get credit? A.wNot wistiviee: 2 thirty mile radius. 
The average citizen could not get credit. 

Q- Has that all changed? A. Through the credit 


union. JI don't know about other institutions. 
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a Has that tended to give the people more confidence? 
A. Oh, it has helped a lot. I have been Secretary for 
seven years and personally, talking with these people, £ 
Know that it has certainly given them confidence. I coulda 
name case after case where people, owing to drought and 
depression, were in a very distressed state of mind. Their 
Inind was a blank; they didn't believe in churches or politics 
or religion or anything. Now through the credit union it ig 
different. It may be due also to good crops, but I believe 
the credit union has helped them. One of our members has a 
big family. He joined the credit union by depositing one 
dollar and has accumulated $50 in shares. We helped him to 
Puy oa farm. it -you had seen thatiman five years ago you 
would not know it is the same man now. His condition was 
due to the depression and bad crops but he is looking after 
himself now. 

BY MR. PARKER: 

Qe Is it not true that the improved state of mind of 
these people is due in very large part to the fact that, 
generally, times are better now? You would not say that 
it was due solely to the credit unions, surely? 

He No. 

MR. FRANCIS: I am not suggesting that. 

MR. PARKER: You led him along pretty well, though. It 
would almost lead one to the belief that the credit unions 
-- to put it rather strongly -- and the almighty dollar 
seemed to have a great deal more harmonizing effect than all 
the churches put together. 

THE WITNESS: A lot of us had no dollars for ten years 
and when you are hungry -- well, anyway, that is the way 


Wa LOOK ab it. 
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BY MR. PARKER: 

de You put this ahead of all Other influences in the 
community; it has accomplished what the others Could’ not? 
As dt is a great help; it is needed in the community. 

Q- All I want. is a fair evaluation of the credit 
unions in relation to other influences for good. 

A. Well, that is the way we see. it. 
BY MR. ARNASON: 

Qe Have you a list Showing the purposes for which 
different loans were made by’ the credtteundons, Wa Vie 
haven't a recent one, 

Q- Will you furnish us with a list showing the purposes 
for which the loans were made? A. Yes -= the loans we 
made this year? 

Q.- And the rate of interest charged, fe Yess 

Q- Could you furnish such a list? fie FOr Lasre 
years? 

Q- No, just one year, A. Yes, 

Qe It would be helpful to the Commission to have that 
information, fe Le WL setr ae. 

MR. FRANCIS: Does the Commission wish to have the 
financial statements and by-laws in the case of credit 
unions, or is that limited to the cooperatives? 

THE CHAIRMAN: Yes, I think so, 

MR. FRANCIS: All their financial statements? 

THE CHATRMAN: Yes, 

MR. PARKER: We don't want those that deal with a little 
community hall, 

MR. FRANCIS: The ones that we are hearing here, 

MR. DEBOTH: I wish to ask the witness a question, 

Mr. Chairman, 


MR. PARKER: Whom are you representing? 
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MR. DEBOTH: The conmon good; the common man. 

THE CHAIRMAN: Make it short, 

MR. DEBOTH: 2 believe that your credit union as well 
aS every other has a credit Gommittee? 

Toe WITNESS: Yos, 

MR. DEBCTH: And that credit committee has to decide 
whether the member who asks for credit is credit-worthy? 

oe tiiss:. Yes. 

MR. DEBOTH: If the member is considered to be not 
credit-worthy, though his need may be as great as it might 
be, he can't get a loan. Is that true? 

THE WITNESS: We are not a charitable institution. 

MR. DEBOTH: That is what I wanted to know. You believe, 
Pun ecm 9 t mentioned, that your Organization 16 a co- 
Operative organization, 

LES WTNESS? Yes, 

MR. DEBOTH: Have you ever studied the principles of 
cooperation? 

THE WITNESS : Some. 

MR. DEBOTH: Have you studied the definition as given 
in the British ineyclopaedia? 

THE WITNESS: Do I have to answer these questions? 

THE CHATRMAN: You have or you have mot studiedai aes 
Have you? 

THE WITNESS: No, I have not. 

MR. DEBOTH: You are not to blame. There are 100,000 
who have not studied it, but I have. The British Eneyclop- 
aedia defines cooperation in two different ways. 

MR. PARKER: I do not wish to LObSVrupt, Sot ae 

THE CHAIRMAN: What is the object of your questions, 
Mrs Deboth? 


MR. DEBOTH: The object is to show that the credit union 
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is not a cooperative organization but is a collective 
association. It is a collection of individuals. 

7 THE CHATRMAN: Proceed, but please make your questions 
brief. 

MR. DEBOTH: You have been searching. for a definition 
of cooperation. The British Encyclopaedia gives it rather 
Clearly, 

MR. PARKER: [I thought this gentleman wanted to ask 
questions? 

THE CHATRMAN: If you wish to ask any questions you are 
perfectly at liberty to do SO, but you are not at liberty 
to make a dissertation, if you please. 

MR. DEBOTH: The British Encyclopaedia defines it as a 
movement, a creed, that is a belief, of people in combination 
ior one purpose, which is to make for better Lovins.) | in 
the first place, the object is better Living s. Lt ates 
defines it as a movement whereby we save money if money is 
the primary object and life Ltself ‘the secondary purpose. 

THE CHAIRMAN: Please put your questions. 

MR. DEBOTH: What is your prime purpose, sir -- money 
or the betterment of life? Money for the few or the better- 
ment of mankind? 

THE WITNESS: Well, I would say the betterment of man- 
kind. 

MR. DEROTH: The profit your union members make by 
loaning money to one another when they are in need is divided 
among the members and that is the sole thing you .are con- 
cerned with primarily -- not in the living that follows 
afterwards? 

THE: WITNESS: I am not prepared to discuss all that, 

MR. DEBOTH: According to the definition the credit 


union movement is a movement of collectives and not a 


Peat, 
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cooperative. 


THE CHATRMAN: Very good, we have your idea. 


MR. FRANCIS: The next brief is from the Antelope 


Savings and Credit Union Limited, 


LS Baeiowy 


ASO A A ER 


Secretary~Treasurer, 
Antelope Savings & Credit UaGion, isudy, 
having been duly sworn 
testified as follows: 
BY MR... FRANCIS: 
Qe YOU reside at Antelope, Saskatchewan? fon) NOS, 
y+ What position do you hold in the Antelope Savings 
and Credit Union? Ae Secretary-Treasurer. 
Q- The brief which you are about to read is submitted 
on behalf of that association? A. Yes, 
Q- You have authority to present it? A. Yes. 


u 


Q Please proceed. 4. This is a very short brief: 
It reads: 
"Antelope Savings and Credit Union, Limited, Antelope, Sask. 


"Submissions to the Royal Commission on Co-operatives: 


"This submission is made on behalf of the Antelope 
Savings and Credit Union, Limited. This Credit Union is 
an Agricultural Credit Union which serves the Hamlet of 
antelope and its natural trading area,” Dt: i6* 4° emaly 
district and with 133 members we have nearly everybody in 
the district as a member, 

“Our Credit Union was organized on January 6, 1941, 
for the purpose of helping those who were willing to help 
themselves. We would like to point out that we, like all 
Credit Unions, do business with our members only. 

"While at the present time most of our members can, if 


they wish, borrow money from the bank this was not true 
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during the first year or two of our Operations. Since we 
organized we have loaned out $19,278 to our members but we 
have never had any delinquent loans nor lost a cent. We 
have never refused any one of our members a loan. All we 
ask of our members in order to Bot a lOen Isha vine pe 
of good character. If they want a loan over $50 we ask 
them to have another member endorse their note. 

"IT could write several pages as to the purpose for 
which this money was loaned and the good it has done in 
regard to getting our members long overdue medical care 
and operations as well as Saving them money by providing 
cash for purchases of farm and farm home Supplies. 

“Our total assets at the end of 1944 were $22,676.46, 
We have lowered the interest rate to the point that it now 
barely covers our cperating expenses. After putting 20 
per cent of the net carnings aside for a bad debt fund the 
balance is credited to the members in the form of a dividend 
on a percentage basis in proportion to the amount of invest- 
ment they have in the Credit Union, or the amount of interest 
paid by the borrower, 


members on the Credit 


a) 
© 


“We have five directors, thr 
Committee also three members on the Supervisory Committee 
as well as an educational committee and a secretary- 
Treasurer, all of whom work free of charge, with the ex- 
ception of the Seceretary-Treasurer, who has never been paid 
more than $25 per year, 

"Our organization does not debar anyonee We do not ask 
&a person about his nationality, religion, or politics nor 
do we care about his colour; that he has good character is 
all that we desire. This is one place where we are all 
equal and can meet on common ground. If all organizations 


were like this and the war was over we would not only have 
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won a military victory but we would really have won the 
peace. 

"We do not believe cooperatives should pay income 
tax because they are not in business for profit OU var Gocett 
business to render service to their members. We are not 
opposed to income tax as it applies to individuals but we 
are opposed to double taxation, and that is just what will 
take place if cooperatives are forced to pay income tax. 
If the earnings any person gets from a cooperative puts 
them in the position where they should pay income tax, 
all well and good,but do not tax their earnings which 
are notsprorits before they get them. If this is done it 
is quite likely that self-help organizations known as 
cooperatives will gradually decrease and governments will 
find themselves in a position where they will have to plan 
more ways to help the people especially in times of 
depression. We do not believe that there is any danger of 
the Government losing a source of revenue by not taxing co- 
operatives. We believe that it will work the opposite way. 
As more people organize cooperatives and support them they 
Will be better off financially and in a better position 
tO pay for the services required from ¢overnments., | Arter 
all both Federal and Provincial Governments have time and 
time again stressed the idea that people must be taught 
te stand on their own feet and that is just what we of the 
cooperatives are doing, standing on our own feet. 


"All of which is respectfully submitted, 


Le Le Lloyd, Secretary, 


Antelope Savings & Credit 
Union, Ltd. 
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BY MR. FRANCIS: 


Q- On page two you say: ‘After putting 20 per cent 


fr 


of the net earnings aside for a bad debt fund the balance 
1S credited to the members in the form of a dividend 
On a percentage basis in proportion to the amount of invest- 
mont they have in the credit UNLOny Or theveamount: Of interest 
paid by the borrower," i do.not 2ét. thate sie-ttyeome— 
times on une basis and sometimes on the Obnery OF sy ror.e 
combination of both? A. We don't know how much interest 
we have been paying until we have the earnings for the year. 
It depends on the borrower, and then we distribute the | 
Surplus, after reserves have been taken out, on the percent- 
age of money invested. 

Q» How do you decide how much cach man gets? Is it 
in proportion to the amount of money he has on deposit with 
you? A. We don't pay interest on loans. 

Q« You do not follow me. After you take 20 per cent 
for your bad debt fund and pay something, or allot 1, § be 
the members, on what basis do you figure out how much is each? 
A. We.strike a rate. The last two years we have not paid 
anything on deposits. We have paid back interest: on share 
capital only but not on deposits. We strike a rate after we 
have set aside reserves and taken expenses for the year. 
On whatever is left we strike a rate. 

Q- That is, whatever the percentage Ls, ib-aiers 
percentage applied to the amount of each mants investment? 
A. I beg your pardon? 

Qe Having fixed the rate that you are able to pay out 
of your surplus earnings, suppose you have $35,000, how do 
you divide thet up and determine what each member is entitled 
to get?- <A. By the amount of money he has invested. 

Q.- Look at page two of the brief. A. You don't under-— 


stand it the way I do. What we have to go by is the amount of 
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interest paid by the borrower. 
Q- That is where you get the money? Aa Yess 
BY MR. VAUGHAN: 

Qe it understood this surplus was divided in proportion 
to the loans; that is, they were made in the form of rebates 
on interested charged for loans. Or is it actually paid 
On the amount of interest, the purchases made in capital 
stock? A. The amount invested in capital stock. 

Q- What is the difference between that and a regular 
loan company? That is the way it is done in a regular 
loan company. This is paid on share capital rather than 
in the form of a rebate in the interest rate charged for 
loans? mie es s 

BY MR. ARNASON: 

Qe You make no rebate in the amount of interest which 
the member pays for loans? A. We do have a lower rate ot 
interest. We have two rates of interest. We have a reariy 
low rate for anyone who wants to borrow money for Victory 
Bonds. We have rates of 6 per cent and 8 per cent. If you 
had $100 in share capital and wanted to borrow 3200 we 
would charge 8 per cent on one $100 and 6 per cent on the 
other because that is backed by share capital. We encourage 
people to leave their money and take a.loan rather than 
take it out, so that they can have savings. 

Q. Suppose a member borrows $100 from your credit 
union and pays 7 per cent in interest on that loan. Do 
you use any part of your surplus to refund the member a 
portion of that $7? Do you pay the borrower a dividend? 
A. No. 

BY MR. ELLIOTT: 
Qe In what part of the province is Antelope? 


A. It is west of Swift Current, thirty miles. It is the 
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smallest town in the province. 

MR. DEBOTH: If you have a customer who has four or 
five loans in a year and he pays it back, is anything re- 
funded to him, as in the cooperative SLOre, in the Torm or 
a patronage aividend, so that the one who takes out more 
loans as a result of which you make more money gets back 
more than che one who takes out one loan? Is that the 
practice, or is the dividend only distributed according to 
the share and not according to the patronage he has given? 

THE WITNESS? . Yes. 

MR. DEBOTH: You mention in the brief that you were 
anxious to give services. 

THE WITNESS: What about services? 

MR. DEBOTH: You said that you were anxious to render 
Servicese 

THE WITNESS: I don't get what you are dvivineg au, 

MR. DEBOTH: I believe it is on page two, as far as 
I could follow it. It was mentioned that the organization 
was built on the fact of giving services. I will have to let 
it go, but I heard that mentioned. 

MR. FRANCIS: The next brief is from the Regina 
redit Union Leagues 

SOL SINCLAIR, 
The Regina Credit Union League, 
having been duly sworn 

BY MR. FRANCIS: 

2«You are a member of the committee that was set up to 
prepare this brief on behalf of the League and you were 
authorized to present it here? A. I was. 

4° You were born and raised in Saskatchewan? A. Yes, 


Qe I understand your father formed the first credit 
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union in Saskatchewan in 1913? A. That is what we be- 
lieve. We have not heard of a credit union being establish- 
ed before that. 

Q@- There was no Act at that time? A. No, but the 
tie Were the same, service to the community interest. 

Q. And you have been interested all through your life- 
time in credit unions? A. And in cooperation emer a7. 

Q. You are a Bachelor of Science of the University of 
Saskatchewan? an LoS. 

Q. You are working towards your Ph.D as assistant 
director in the Prairie Farm Assistance Branch? A. Cea, 

Qe You are a member of the Regina Hebrew Savings 
Union? Ae YES, 

Qe Will you please read your brief. 


THE WITNESS: (Reading) 


"The Regina Credit Union League 
Submissions 


to the Royal Commission on Co-operatives 


"The Credit Union League of the City of Regina desires 
to make the following submission on behalf of its member 
credit unions. 

biwyiiio function of soredit: 

“Western nations have achieved their present high 
productive efficiency and high standards of living through 
the adoption of specialization in their productive processes. 
This high degree of specialization was made possible through 
the utilization of capital derived from savings directly ; 
or indirectly through borrowing. These two factors, savings 
and credit, are essential in the successful operation of our 


modern economic and social organization. To facilitate 
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Savings and to provide credit we have developed numerous 
institutions which serve both purposes. Banks, life 
insurance companies, trust and loan companies and so forth 
provide the machinery whereby owners of capital funds may 
invest them and consumers of credit may on the other hand 
Satisfy their requirements, 

"Be Operation of credit agencies: 

"While we can boast of very stable and strong credit- 
providing institutions in Canada we cannot equally boast 
of the effectiveness of these institutions. We refer now 
primarily to the availability of credit to meet all provident 
and productive needs. The credit needs, at least in the 
province of Saskatchewan, were not met by our then existing 
agencies during the depression years, when probably the 
need was greatest. This was due to the fact that many 
borrowers did not have the type of security demanded to 
obtain loans from these agencies. 

"The 'necessary' security is a very important factor 
as there is a large part of our population that never has 
‘satisfactory! security for loans when viewed by the banker 
or mortgage company. Since our economic organization, 
however, is so dependent on credit this denial of credit to 
& portion of our population, larger in depression periods, 
and large in so-called normal times, is a very serious 
handicap to proper national balance and development. 

"3. Government position on credit: 

"Our senior governments have long ago realized that 
credit availability is closely tied to national welfare. 


Various credit acts have been passed and agencies have been 


created to fill the credit gap left open by existing private 
organizations. These acts were all prompted to a great degree 


by the motive of public welfare. Governments have attempted 
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to create agencies that will provide credit to those 
people who are on the level of small wage and salary 
incomes, to small artisans and to farmers, all..of whom et 
some time or other do not possess the necessary security 
for credit at the regular credit sources. This principle 
is being further applied by government in the adoption of 
such acts as the Industrial Development Act, the Farm 
Iuprovement Loans Act, and amendments to the Bank Act and 
various phases of the National Housing Act. 

"The only real basis for governmont action along the 
Dinss Dndpcoted ts that it) 4e)forethe public good and in 
the best interests of national welfare. Any credit agency 
thus created by government is tax-exempt. 

"4. The role of credit unions: 

"In a democracy one function of government is to assist 
its citizens to help themselves to progress economically 
and otherwise within the framework of the nation. To the 
extent that the responsibility for their own welfare can 
be assumed by the citizens governments should not interhere, 
except and unless such action by any group of citizens is 
damaging to another group or individual. 

"The credit union is a mechanism based on the principle 
of cooperation and self-help that enables individuals as 
a group, to supply their credit needs without injury to any 
other group or individual. Governments have welcomed the 
introduction of credit unions and have encouraged their 
establishment, as thereby a large portion of our population 
has itself through the promotion of thrift solved its own 


credit problems which otherwise would have become a 


problem of government. 


"Sh, The FPonstioh ofieredit: umiones 
EE I LE I NY EN eS 


"It is not our. intention to describe the details of 
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organization and operation of the credit union. We do 

wish, however, to omphasize several facts: 
"(1) the members of a credit union are mainly small 
wage and salary earners, SMall scale artisans ana 
farmers. Their credit rating in commercial credit 
institutions is low ana very few if any can at all times 
obtair loans. 
"(2) it is the common bond of interest among individ- 
ual credit union mombers that makes their eredit 
organization cee el The members are motivated by 
&@ spirit of mutual aid and community interests. The 
creait union is a cooperative Cealing only with its 
OWn Members. 
"(3) the regular Savings placed on geposit in a credit 
WhLOn tye ites members, cither on share or deposit 
account, are not investment funds. They comprise the 
dOllars and cents that are idle LOT short periods, and 
which in many instanecs are to be found in the tea 
pot or vase on the sideboard. By pooling their small 
temporary surpluses the members of a credit union 
create a sufficient fund which mekes credit available 
to them as and wher they-requiresit. 
"(4) the direction and administration of a credit 
union is by its own members. With the exception of 
the Treasurer, whose remuneration seldom covers his 


actual costs in time and expense, no other officer is 


paid. The time and effort of the orficers of a 
credit union is a contribution to their group for the 
the benefit of the entire eroup and usually out of 
proportion to the benefits they themselves derive 


from the organization, 
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"(5) the credit union teaches thrift ana encourages 

Savings by providing the facilities to its members 

to make their regular small deposits at their place 

of employment or convenient to their home, 

"(6) Credit Unions should not be t axed: 

"Thus in summary we suggest that: 

"(a) redit is essential to our individual and national 

well being. 

"(b) Governments do supply credit at certain levels 

on the basis of national welfare, such eredit being 

supplied. at (cost. 

Wroype Gredit “union organization is motivated by 

community welfare and provides credit to those who 

GURGE Wise Could not obtain it: 

"(d) The funds of a credit union are savings by its 

members made possible because of the credit union. 

Credit is made available only to its members and at 

COST. 

"(e) The operating surplus of a credit union is to an 

extent the result of gratuitous service by workers 

in the organization. 

"In view of these facts we suggest that the credit 
union is a service institution operating in the public 
interest, providing credit service at a level not reached 
by any other group. It encourages thrift, Saving, and 
develops a proper community spirit essential to a democracy. 
The extension of credit unions should be encouraged and 
not handicapped or burdened by an imposition of taxes on 
its operating surplus. Nor should its officers be burdened 
with the task of completing numerous forms and reports. 

"To the above may also be added the very practical con- 


Siderations that are involved when a tax on savings is 
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suggested. We refer to the significance of savings as 
they affect the general problem of capital creation and 
employment, also the inequitable practice of double taxat- 
jon which, in the case of the low income membership in 
efaediu Unions, has a définite regressive eirects 

Wie 2 OSL GLC. ACULON: 

"Goveraments have recognized the significance and 
position of credit unions in the national scheme and have 
exempted them from the income tax provisions. (Income 
Weary Tex Ant, Ch. 97, R.S.C. 1927, Sec. 4 fg). We mequest 
Loeb this principle be: continued and that some Of the 
phases surrounding credit union members and federations 
be clarified and stabilized on a similar basis. 

mA, Under Section 92, 1(i1) of The Income War Tax 
Act provision is made for a 7 per cent deduction at the 
source from the dividends payable on share capital. We 
suggest that this deduction is not equitable and is 
discriminatory as applied to credit unions in Saskatchewan, 
it places an ex tra burden of work on the officers, and 
therefore we request that this provision be deleted as 
it affects our credit unions. We base our request on the 
following: 

mi, The funds in a credit union are deposits: and mor 

investment funds. Many of the shares in a credit 

union are paid for by small regular deposits to the 
ete: accounts « 

"2. The terms 'tshare! and ‘dividend! as used by the 

credit union do not carry the import which they do 

in joint stock companies. Their use is purely for 

the purpose of formalizing the organization and have 

no reference to the significance otherwise attached to 


them. Members may and often do withdraw the moneys 
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deposited on share account directly from the 

credit union and almost at will. Share capital in 

reality is deposit funds. Dividends on these funds 

are comparable to interest on deposits. Thus taxation 

at the source should not be more applicable here than 

in the case of savings deposits in commercial banks. 

"Se The return on share Capital in the eredit union 

1s usually set at a low rate of interest and is thus 

comparable to the interest allowed on Savings 

deposits in a chartered bank, 

"The experience of credit unions with this See ulOni or 
the Act varies within each province and between provinces. 
The exclusion of credit unions under this section of the 
Act will eliminate this diversity of administrative 
practices and will establish equity in the treatment of 
members Or créedi fs unions. 

Pie, Waile the Aet. specifically cxempts credit unions 
from taxation (Section 4 (q) there is some doubt whether 
this section also exempts provincial federations or leagues 
of credit unions. These federations function ag central 
credit unions. In Saskatchewan we have at present.only 
One organization which accepts deposits from and makes 
loans to credit unions, but there is no doubt that as the 
movetient grows it will be necessary to establish regional 
or district organizations. 

"We suggest that section 4 (q) be maintained in any 
new legislation resulting from this inguiry and that it be 
amended to include organizations of credit unions. It should 
Clearly establish that surpluses resulting from transactions 
with their own members or other cooperatives shall not be 


considered as profits but as savings effected in behalf 


a 
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of such member organizations. 
"Respectfully submitted, 
On behalf of the Regina Credit Union League, 
R. G. Flower 
Val Rowen 


S01 Sinelair 
Dave Lyons 


Regina, Sask., Thos. M. Molloy 
January 22, 1945. A. C. Maclean i 


@eeaeeet @ 


BY MR. PARKER: 

Qe One question with reference to page five of your 
brief. You say: "We suggest that this deduction" -- that 
1s, the 7 per cent -- “is not equitable and is discriminatory 
as applied to credit unions in Saskatchewan.'* Again st 
whom, or in favour of whom, does it discriminate? 

A. AS against depositors and other credit organizations. 

Q- You say: "The funds in a credit union are deposits 
and not investment funds." Is that one hundred per cent 
correct? ae Ue ‘hundred’ per cent Ts retry complete, 
but in the Credit Union to which I belong it would be close 
tO 9D per cent. 

Qe You heard the cxamination of a witness a few 
minutes ago in one case where they had investments of 
$225,000 apparently more than they need at the present 
time for loaning purposes. To that extent they are carried 
aS investments and they look very much like investments? 

&. That is a very temporary, transitional situ ation. 

Q- They are taking in and investing a lot more money 
than any reasonable group of men would expect to loan to 
their members? A. As a matter of fact, I believe the 
$225,000 that was referred to is in reality deposits. 


Those men who have that money are depositing it at the 
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moment because they have that surplus. Possibly there may 
be an emergency next spring or in the next two or three 
months or even in the next month. 

2+ But you would not say that there was no LIME G. EO 
the amount of money that could be put into one of these 
institutions. Suppose they should be put in literally 
millions when obviously they would never want to borrow more 
than a few thousand? a. They may have an efficient 
directorate, and -- 

Q- I am not saying that they have ever done iby othe: 
am putting the question to test a principle. Once they put 
in a great deal more than they can ever expect to loan to 
their members, does it not become an investment organization? 
me a credit union would not be able to invest funds and 
there would not be an investment feature to Lvs 

Qe They invested in Victory Bonds and the interest on 
this investment they turned back to the members free of 


ineome tax. A. In that case it is purely a service to the 


members. The members themselves should invest in Victory 


Q- It is a service that enables them to secure Victory 
Bonds and they handle it free of income tax? Bie PAG 38: 
matter for this Commission to decide what should be done 
with it. I don't think it is for me to explain what should 
be done with it. 

BY MR. VAUGHAN: 


a 


Q« Is it a fact that that money is received free of 


tax? A, «At the present time it is not, because a ” per 
cent deduction would be immediately taken orf, and the 
Income Tax Department is getting the names of all those who 
are receiving the refund, and that would probably be joined 


with the individual's personal income tax return and taken OP Dis 
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If I may add to that, so far as the credit unions, with which 
we are associated here in Regina, are concerned, I have not 
seen the financial statements of all, but they encourage 
members to buy Victory Bonds, and any director I have talked 
to has discouraged the attitude among his own membership that 
the credit union itself shoulda buy bonds except to the extent 
of the 20 per cent reserve that is set Upe 

Qe On page three, in the last paragraph, the last 
sentence, you sey: "The credit anion ars cooperative 
dealing only with its own members." Would VOU Cat eoniy st ne 
bonds dealing with its own members? Ae If it beeame a 
regular practice I would say no, except to the extent that 
it does so in the public welfare. 

Q. I understood you were familiar with a number of 
Statements of these credit unions. Ae) Ll Gy DOCU Dut rom 
my personal knowledge of one or two credit unions I know 
they do not encourage the buying of Viotory-Bond@s by) the 
SCrodivt union itself. 

a+ Do you know whether they do buy Victory Bonds? 

.. They probably have to some extent, to the extent of the 
reserve. 

Q That is not consistent, then, with what you Nave said, 
that the credit union is a cooperative dealing only with its 
Own Members. It is not true to the extent that they invest 
outside. fze I think that we should view this situation 
from a long term rather than from a temporary point of view. 
The credit unions since their organization have always had 
heed for every cent they could get from their members to loan 
to their members, but because of the Prosperous condition in 
the last two or three years the immediate demands by their 


members have fallen off and consequently the credit union hag 
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had to do something to maintain itself, to tide over this 
period. But the time will come, surely, when the boys come 
back and when some of the men who have been working in the 
factories and industries receiving good salaries are thrown 
out of employment and have to re-establish themselves in 
trade or in various occupations, when there will be need for 
assistance, and it would not do for the credit unions to re- 
fund all this money back to their members for a year or two 
and then try to rebuild themselves. We should not judge 
credit union action by the past year or two in determining 
the policy of the movement. 

Qe But from the point of view of. this temporary period 
that you speak of, this statement is not consistent. 

A. No. I am looking at it from the point of view of a long- 
Germ policy. 
BY MR. ARNASON: 

Qe Would you say that another reason for the accumulation 
of surplus funds ‘on the part.iof the erédit) unions is due to 
the restriction on supplies of various types of business 
activity which now prevails? A” Yess thereviseno Question 
about that. I know of several members of our credit union 
who would have increased their equipment 8 they could have 
sot the supplies. At that time they would have borrowed 
money from a union. 

2. Your credit union had the choice of leaving the 
money lying idle or investing it in Victory Bonds? 

A. Definitely. 
BY MR. ELLIOTT: 

Qe You are not suggesting that the returns to the 
members of credit unions, either on shares or on deposit, 


should be exempt from taxation in the hands of the individual? 
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A. We do not suggest that the individual be exempt from 
taxation. 

Q- Where you say that the funds in the credit union 
are not investment funds, and go on to distinguish between 
Shares and deposits, what exactly is the difference between 
the fund with which he has bought his share and the fund he 
has deposited? A. In the credit union? 

Qe (ess A. In the credit union, if I remember the 
Act rightly, a certain length of notice has to be given 
before a share can be withdrawn; that is a matter of law; 
but the deposit is different. A deposit is fairly readily 
available. But though in the case of share capital such 
notice must be given, in practice, if someone came in and 
Said that he was leaving town or needed the money, the 
directors would not withhold it from him. 

2. The claim of the member is rather different from 
what it would be if he had bought a share in a bank? 

He Yeas ol tie yey understanding that if you buy a share in 
a joint stock company or a corporate organization you can 
never withdraw that money from the company itself. You 

may realize on it by selling to someone ehse oO Unt the 
liquidation of the company you can't withdraw it. 

Q¢ On page four, the first reason you give why credit 
unions should not be taxed is that “eredit is essential to 
our individual and national well-being.* Do you mean then, 
that banks should not be taxed? A. If I were presenting 
a brief dealing with taxation generally I would be prepared 
to answer that. However, if you wish me to answer it L Gan. 

2. Are you suggesting that that is a reason why credit 
unions should not be taxed while these other institutions 


are? A, I am not suggesting whether the others should be 
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taxed or not. I am merely Suggesting that it is proper that 
credit unions should not be taxed. I might go further on 
Lat DOLnT . 

MR. FRANCIS: The following briefs are filed but will 
not be read: Star-Phoenix Savings and Credit Union Limited, 
Saskatoon; Northern Saskatchewan Technical Agriculturists' 
Savings and Credit Union; La Caisse Populaire St. Hubert 
Savings and Credit Union, Limited, St. Hubert Mission; 

La Caisse Populaire “De St. Front Savings and Credit Union, 
Limited, St. Front; Grayson Savings and Credit Union Limited, 
Grayson; The Pioneer Savings and Credit Union Limited. 

Finally I direct special attention to the Saskatchewan 
Co-operative Credit Society. At the Vancouver sittings I 
intimated to the Commission that this would be filed, and 
it was this society after which the British Columbia Credit 
Union was patterned, that is, the Federation of Credit Unions. 
0G oot), Mr, Chairmen. 

THE CHATRMAN: What about the Riteton Union? 

MR. FRANCIS: I act for the Credit Union Federation and 
I have no information as to that. 

THE CHAIRMAN: I suggest that it be called. 

THE REGISTRAR: I have called the Riceton District 
Savings and Credit Union, the Riverview Savings and Credit 
Union and the Regina Municipal Employees! Savings and 
Credit Union, Mr. Chairman, and no one answers, 

THE CHATRMAN: Called and default made. 

MR. MILLIKEN: Mr. Gooding is here, Mr. Chairman. 

THE CHAIRMAN: How far do you propose to go? 

MR. MILLIKEN: It depends on examination by other 
Counsel. 

THE CHAIRMAN: Perhaps the brief could be read this 


afternoon. 
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CG. T. GOODING, 


President and 
General Manager, 
The Dairy Co-operative 
Marketing Association Ltd. 
having been duly sworn 
testified as follows: 

BY MR. MILLIKEN: 

2» You are the President and General Manager of the 
Dairy Co-operative Marketing Association Limited of 
Saskatchewan? As) Yes, 

2. How long have you held that POSTEO, WAL, Saxteen 


VS aInS: « 


Q- What is the age of the company? A. Seventeen 


yearse 

Ye What position did you hold the first year? 
Ais Vice-President. 

Qe But not Manager? A. Yes, I was Manager. 

Q- For the first year, and for the last sixteen years 
President and General Manager? A. Yese 

Q. Prior to that you were a farmer in Saskatchewan? 
Be Yea, 

Q- Had you experience in the dairy business prior -to 
taking on this position? A. I had had experience as a 
producer. 

Q- You prepared this brief? A. Yes, 


Q- And it was submitted to the Board of Directors of 
your Association? A. Yes. 

Qe And they approved of it unanimously? Vee toe 

« Before you commence reading the brief, I believe 
that on the third page, in the second line at the top, you 
wish to make a correction. The words “net worth" should 


be "total assets? AV ¥axs 


MR. GROSCH: In this brief reference is made to 
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schedules. They are not attached to the copy I have and 
they are of importance. It consists of the contract and 
application form for membership and that sort of thing. 

MR. MILLIKEN: They are attached to the briefs the 
Commission has. 

MR. GROSCH: I haventt got a complete brief. 

MR. MILLIKEN: We will furnish what we have. 

MR. GROSCH: How can I intelligently examine the 
witness on something I have not seen? 

THE CHATRMAN: Technically, you cannot, but I know 
you are quite capable of doing so. 

MR. GROSCH: Thank you, my Lord. Under the circumstances 
Lowi) oeeenve Gs 

MR. MILLIKEN: If the Commission would like the memorand- 
um and articles of association we will file them. Will you 
please read the brief, Mr. Gooding. 

THE WITNESS: The brief reads: 
"Merle! Submitted ta. The Royal Commission on Co-operatives 
by The Dairy Co-operative Marketing Association Limited 


(familiarly called 'The Dairy Pool'), Head Office, Saskatoon, 
Saskatchewan. 


"Honourable Mr. Chairman end Members of the Commission: 

"The Dairy Co-operative Marketing Association Limited 
herewith submits to you its brief outlining the association's 
aims and objects, its form of organization and the manner 
in which it finances and conducts its business. 

"In presenting your Commission with this information we 


hope that we may be able to assist you in carrying aut one 


phase of your inquiry as set forth in a minute of a meeting 
of the Privy Council, November 16, 1944, reported in the 
Canada Gazette of December 30, 1944, page 0469, as 


follows: 
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',.-,to inguire aan v..(b) The creanigation 

and business methods and operations of the said co- 

operatives as well as any other matters relevant to 

the question of the application of income and profits 

Power sures) thereby ley: cb ala ! 

"In our submission we propose rine 

"(1) That the Dairy Co-operative Marketing Association 
is simply and solely a self-help organization of dairy 
farmers which is operated to give service to its members in 
the processing and marketing of their dairy products to 
the best possible advantage. 

"(2) That in carrying out this purpose the association 
acts in the capacity of agent for its members and thus makes 
neither income nor profit as an association. 

"(3) That the association in its capacity as agent 
follows the practice of making two payments to its members: 
(a) an initial payment when the product is delivered and 
(b) a final payment when the product has been ultimately 
disposed of. 

A athate thé total payment to members Pepeeeene 
the entire price received for his product: lessi onl yithe 
cost of operating, and conducting the business of the 
association; and that all revenues received are allocated 
to the members in the interval between the initial ana 
the final payments on the basis of each individual member's 


deliveries. 


"General Information: 


"The Dairy Co-operative Marketing Association was 
organized at Saskatoon in the province of Saskatchewan in 
the year 1927 by a group of milk producers Livine ssi wins 
Saskatoon milk shed area and incorporated under the 


Saskatchewan Co-operative Marketing Act. Since that time, 


B-1564 


~1564- Mr. Gooding 


pursuant to the Act and amendments thereto, the association 
has carried on its operations, has increased its membership, 
and expanded its operations to take in dairy producers of 
the Prince Albert and Melfort milk sheds as well. In its 
initial stages the association was engaged in the marketing 
Of SIG MLik only but asta developed it accepted cream 
shipper members as well and is now engaged not only in the 
distribution of fluid milk but in the manufacture of butter, 
cheese and dried milk powder. The association today operates 
sight creameries and five cheese factories in these areas 
and supplies the fluid milk market at Saskatoon, Prince 
Albert and Melfort, 

"At the end of the last financial year, the balance 
Sheet as of December 31, 1943, showed the total assets 
of the association to be $705,728.37. The members them- 
selves have accumulated this net worth solely through their 
delivery of dairy products and without any outside assist- 
ance from any source whatsoever. At the end of 1944 the 
association had approximately 12,000 participating members. 
"Aims and Objects: 

"The object of the Dairy Co-operative Marketing 
Association from the time of its inception has been to 
provide service at cost to those dairy farmers who became 
members of the association in the marketing and processing 
of their dairy products. 

"This object is clearly set out in the by-laws of the 
asso0tation tn Section 19 as follows: 

‘The business of the association is’ to be conducted 

Oh sGoh a basis, that, so far as possibis, “nol prerit 

shall be taken from, charged to, or exacted against 

any member of the association on the marketing of any 


dairy products for such member of the association,! 
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"(NOTE: The Memorandum of Association and -the by-laws may 
be obtained from the Department of Co-operation, Legislative 
Buildings, Regina, Sask.) 

"The association further has aimed to improve the 
quality of the members' products and to improve marketing 
methods, thus reducing marketing costs. 

"Form of Organization: 

"The Dairy Co-operative Marketing Association is 
Organized on a membership basis and has no share Capital.e 
Any person producing milk or cream is Slisiolectoy aol aiee 
association and may become a member upon payment of the 
membership fee ($3 in the case of cream producers, $10 
in the case of fluid milk producers}; 

"The association has the authority, as outlined in 
its by-laws, to undertake and carry out in such DALLSy OF 
the province as the Board of Directors may decide, ‘ala 
kinds of operations connected with the marketing, selling, 
processing, preserving, drying, manufacturing, grading, 
Sorin wnendd ing ond. utilization of. all dairy products. 

"The association also has the authority to acquire 
and operate processing plants, storage facilities, etc. 

"In order tc keep accurate records of all transactions 
and allocate each individual member's share of the 
association equitably, the association is divided into 
three sections: (a) the milk shippers' section (b) the 
cream shippers section, and (c) the cheese milk shippers! 
section. Every member of the association has one vote at 
annual meetings of the association at which policy is 
decided and at which the Board of Directors is elected. 
Hach section of the association is represented on the Board 


of Directors. 
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"Milk Shippers! Section: 

"Dairy producers who join the association to market 
Pes wig tik sien a yearly, self-renewing contract binding 
on both the association and the milk shipper which may be 
terminated by either party giving notice in writing three 
months prior to the expiry date of the contract. Initial 
payments are made throughout the year to the shippers of 
Fluid milk. The milk pool is closed at the end of each 
financial year and the milk shipper's share in the pool ve 
allocated to him on the basis of his deliveries, by re- 
solution of the Board of Directors at the time the pool 
is closed. In order to dispose of fluid milk to the best 
advantage of the members, the association has found it 
advisable to manufacture dricd milk powder. (We are 
attaching hereto a copy of the milk Shippers Contracts: 
"Cream Shipvers' Section: 

"Cream producers who ship cream to the association be- 
come members on payment of a fee of $3 and receive a 
certificate of participating Membership. There tsine 
contract. Cream shipper members receive an initial pay- 
ment. based on market conditions at the time they deliver 
their cream. The cream pool is closed at the end of each 
financial year and the cream shipper's share in the results 
obtained from processing his cream into butter are allocated 
to him on the basis of his deliveries, by resolution of the 
Board of Directors at the time the pool is closed. 

"Any person. who delivers his cream to the association 
prior to taking out membership becomes an ‘tassociate 
membert and his share of the pool is credited in the same 
manner as that of a ‘participating member. “Out Panes 
payments are withheld until he takes out membership. 


(We are attaching hereto copies of participating and associate 
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membership certificates.) 
“Cheese Milk Shippers' Section: 

"Cheese milk shippers become members of the association 
in the same manner as the cream shippers and the same rules 
apply regarding initial and final payments in this section 
aS in the cream shippers! section. (The same certificates 
are ‘issued as for cream shipper members.) 

“Financing: 

"The Dairy Co-operative Marketing Association, since 
it issues no Shares and has no share capital, secures its 
funds for operating expenses and conducting the business of 
its members by using monies derived from the sale of its 
members! products. The revenue of the association comes 
from a series of transactions in which the association acts 
in the character of agent for its members. At the end of 

certain definite period which the Board of Directors may 
determine -- usually the end of the financial year -- the 
association closes its pools on operations, ascertains 
operating costs and total receipts from each member for that 
period and allocates to each member on the basis of 
individual deliveries the total receipts from: salésy ofr the 
member's products, less operating costs. Part of the sum 
due to each member already has been paid out as an initial 
Payment at. the time the product was delivered. The remainder 
Stands to his credit. 


"The Pass Book: 


"The association has adopted the ‘pass book! system 
for crediting each member with his share in the association, 
Hach member is issued a pass book similar to thoso in use 
by banks, in which his share of the association's net 
worth is shown. Each year when the pools are closed, the 


pass books are called in to head office of the association 
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to be posted to date. When the pass books of all members 
are in, and the sums posted therein are totalled, the 
result will give the net worth of the association, In 

each pass book is a notice calling attention of the member 
to the fact that amounts credited to him are part. of hee 
income and are liable to income taxation. We are attaching 
hereto one of the pass books in use by our members. 
“Revolving Door and Reserves: 

“While each member's share from the processing and 
Sale of his products is eredited in his pass book at the 
ent a -6pon pool period, final distribution: of payments 
May be delayed at the di coretien of the Board of Directors 
oeorder tO provide the association with the necessary re- 
serve funds for carrying on the members! business most 
ettacienuly and with the greatest service to then. 

"As soon as the association accumulated sufficient 
reserve funds to serve its members efficiently end saree 
guard their operations as a cooperative, the Board of 
Directors authorized the return of delayed final payments 
under rae revolving door plan. The revolving door plan 
began in 1936 with an elght-year door for milk shipper 
members and a six-year door for cream and cheese milk 
Shipper members. This means Simply that distribution of 
final payments are delayed elght years in the case of milk 
shipper members and six years for the other two sections. 
From the time the final payments were first disbursed, the 
'door' has revolved annually without interruption. Each 
year it revolves to release to milk shipper members the 
final payments credited to them eight years previously and 
to release to cream shipper members and cheese milk shipper 


members the final payments credited to them six years 
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previously. Since the door began to revolve in 1936 the 


wa) 


amount of final payments released to members to date totals 
$181,109.36. By adopting the revolving door plan of 
returning all proceeds except operating costs to members 
the association has been able to achieve its chief obpecb, 
namely, to give the producer the entire net procéeds 
tromecbe wales of his products 

“We have mentioned above that the distribution of 
final payments to members has been delayed to enable the 
association to build up sufficient reserves to Carry) on 
the members' business efficiently and to give them the 
greatest service possible. 

"This dual purpose is served by withholding final pay- 
ments for a limited period of time not only to provide 
working Capital but also as a source of collateral against 
which sums may be advanced to members in times of general 
omcrgency or to assist members in the development of their 
dairying activities. The interest of each individual member 
in the association is safeguarded in that advances are, 
in all cases, limited to amounts not exceeding 50 per cent 
of the amount standing to the credit of the respective 
Members in their pass books. All advances are secured 
against these credits until the advances are repaid. 

"An outstanding exariple, in the association's case, 
of how its members were assisted in a year of disaster may 
be found in what occurred in 1957 which was a year of total 
crop failure in -most areas in Saskatchewan. In that year 


more than $50,000 was used by the association to purchase 


feed supplies for its members. The feed thus made available 
to dairy farmers who were members of the association resulted 
not only in keeping their herds intact at a time when 


valuable foundation dairy stock all over the province was 


it 
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gcing to the block for practically nothing, but the 
community generally was served because milk production 

was Maintained in areas in which the association operated, 
at its approxinately normal level. This, we believe, is a 
practical demonstration cf how the members of this associat- 
lon have practiced self help. 

(Authority for using reserves in the above manner may be 
found in the Memorandum of Association, $D....."To advance 
money to its members on such terms as may seen expedient.) 
"OQther Reasons for Delaying Final Payments: 

"There are a number of other sound reagons why final 
payments due members should be retained for a number of years 
to enable the association to operate to the greatest possible 
advantage of its members. Some of these reasons may be 
listed as follows: 

"1. The right to use the final payment of members for 
a fixed period gives the association the use of capital to 


carry on and extend its operations without the necessity of 


borrowing from the banks. Thus interest payments are 


avoided and savings made for the members. 

"2. Allow the management of the association normal 
marketing opportunities such as refraining from dumping 
goods on a distressed market. 

“Ne wish to call the attention of the members of the 
Commission particularly to the fact that in withholding 
final payments for a fixed term and using these in the 
Manner above described, the association neither pays interest 
to the members on the sums withheld nor does it charge them 


any interest on advances made to them in the way which we 


have outlined. 
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"Conclusion: 

"In the foregoing account we have tried to give you, 
briefly, a picture of how and why the Dairy Co-operative 
Marketing Association operates. 

“In conclusion, we trust that this information may be 
of some value to your Commission in its deliberations. May 
we assure you that if you require any further data we will 
Io OUT best. bo supply it, 

"Respectfully submitted on behalf of The Dairy Co- 
operative Marketing Association. 

Sed.: C. T. Gooding, 


Saskatoon, Sask., 


January 20, 1945, President & General Manager." 


Sieaete 5 

I may: say thet the reason we found it necessary to 
process dry milk was the fact that in the earlier span of 
the organization there was no market for skim milk, and the 
common practice was for large quantities of skim milk to be 
wasted down the sewer. We thought it necessary in the 
interests of economy to install our own drier and we 
poarted Uurying milk, 

MR. MILLIKEN: I suppose, Mr. Chairman, there is no 
possibility of finishing with this witness tonight. 

THE CHATRMAN: Have you any objection to being here 
tomorrow, Mr. Gooding? 

THE WITNESS: I have an appointment in Saskatoon 
tomorrow, Mr. Chairman. 

MR. GROSCH: I will attempt to do what I Gan, DBtSE 
have not had an opportunity of reading these documents. 
The financial statement is most important. However, with 
what I have I am prepared to go on. 


MR. PARKER: This is one of the most important briefs 


© 


” 


pe L372 


~1572= Mr. Gooding 


we have had to consider, The financial statements which 
have been handed in contain only the balance sheet for 
1944 and it seems to me that to do justice to this inquiry, 
Wir. Gooding ought to be asked to bring with him when he 
comes again copies of the detailed cperating accounts and 
balance sheets from 1938 to date. 

MR. MILLIKEN: Detailed what? 

MR. PARKER: The balance sheets and operating accounts. 
We are trying to inquire into the method of operation of 
this concern and not merely the results. 

tHE WITNESS: It is rather embarrassing. We are very 
happy to give any information desired with regard to operat- 
ing and financing generally, but I understand that our 
competitors are here and we are not particularly keen to 


give such information to them unless they are willing to do 


THE CHAIRMAN: That has happened all across the 
countrye We are trying to find the facts, and the only way 
was to.get them by having the documents. Mr. Gooding has 
decided to come back on Saturday morning and we shall be 
glad if he will bring such documents as will enable us to 
inguire fully into the situation. Is that satisfactory to 
Mr. Milliken and Mr. Gooding? 

MR. PARKER: So that there will be no misunderstanding, 
he will be expected to bring copies of these sheets. | 

THe WITNESS: Will they be presented to the public? 

MR. PARKER: May I put it this way, subject to the 
Chairman's instructions. This is a public inquiry and once 
documents are filed with the Commission, as I understand, 
they are public documents and any person can have access 


to them... This isnot. an exeminetion in court. 
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THE WITNESS: I would like to get some authority if 
that is what I have to do. If those are your instructions, 
[I want some authority from my directors. If the information 
LS G0.be Made public so that it will be, of a mature that 
is not conducive to ordinary business methods we might 
want to withdraw. 

Mis PARKER: Lltisis alittle too late for that. You 
Dave.tiled.your. brief and. we, want it; all. 

Tae HLINES Siw, The only thing 16 thpsw I dosmouy Gia: 
it is fair to ask any organization questions affecting its 
operations, especially when thse competitors of that organ- 


ization are present and are waiting to take up anything that 


THE CHATRMAN: It may be a disadvantage, but the general 


benefat.,of the public is at. stake,.and that 1¢ what welmave 
been Tegquired: to investigate. 

THE WITNESS: , Shall we be allowed to ask the, same 
privilege from others? 

MR. MILLIKEN: You have the right to ask for similar 
information from others who care to present briefs. 

THE CHAIRMAN: Quite. 

VR. MILLIKEN: If any of your competitors presented 
a brief you would have the right to ask for the same 
information. 

THE CHATRMAN: We do not want a breakdown, but your 
accounts e 

THE WITNESS: All right, sir, 

MR. PARKER: = You have a chartered accountant, you 
have auditors, I presume? 

THE WITNESS: Yes. 

MR. MILLIKEN: In view of Mr. Gooding's objection to, 


or hesitancy about, filing statements I am wondering if the 
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nature of the organization makes it necessary to go much 
into detail. You will see from the contract before you 
that 1b is an agency operation, and they deduct actual 
expenses, 

THE CHAIRMAN: Will not that be reflected in the 
Statements we are asking to have produced? 

MR. MILLIKEN: That does away with a good deal of 
checking into statements that are necessary with other 
igo mor Oreani wat Lon. 


THE CHalRMAN: You may know the fact, but we do not. 


= 
cc 


MR. MILLIKEN: It is purely an agency contract on 
which they are allowed to deduct nothing but actual expenses. 

THE CHATRMAN Until we have heard the case we cannot 
say what the facts are. The witness should be supplied with 
all documents to show the transactions he has carried on. 

MR. MILLIKEN: It may not be possible to présent tile 
memorandum and articles by Saturday because we shall have to 
have them typed at the Parliament Buildings, but they will 
be filed as soon as we get them. Will that be all now, 
Mir. Chairman? 


DBE SCHeTRMON: Yes, -That is all for. the moment, 


the Commission thereupon adjourned to meet on 


Pricey Pepruary! 2yoat. 9.30: ae Me 


* 


qnitoode, 
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~1575~= Regina, 
Friday, 


February 2; 1945, 


The Commission met at 9.30 a. Mme, Mr. Justice 


McDougall presiding. 


MR. PARKER: Mr. Bickerton, Tepresenting the United 
Farmers of Canada, Saskatchewan section, will present a 


DeSr) ‘Givits morning on behalf of that Organization, 


G. R. BICKERTON, 


Research and FubLepty Director, 
United Farmers of Canada 
(Saskatchewan Section), 

having been duly sworn 
testified as follows: 


BY MR. PARKER: 


Qe What position do you hold in this organization? 


A. Research and Publicity Director, 


Q- Just what is this Association that you are re« 
presenting this morning, in a word? A. I realize what 
you want to know. We are a membership organization of 
Tarmers. 

Q- Individual farmers? Ae Yes. At the present 
time there are 30,000 members, and in local units they 
meet regularly to discuss various problems, and within the 
Membership we have every nationality that there is in the 
province of Saskatchewan -- and there are many. It is a 
hon-sectarian and non-political organization and they work 
together by central annual convention. 

Qe This fs not a federation, a number of local units, 
but one big organization with individual membership? 

Be VOR 

Qe Does it take in all of what we would call the 
organized farmers of the province? go... NOe- Deas simply 
& membership organization of individuals. In order that 


the Commission may have a little idea of the way the set-up 
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of the organization is conducted in the province -- I 
notice it has not been spoken of at all in any of these 
hearings’ -- I may say that the United Farmers, along with 
the various other bodies you have heard here, have an 
organization known as the Saskatchewan Federation of 
Agriculture, upon which there is membership of United 
Farmers, Wheat Pools, Co-operative Wholesales and many 
other organizations. They come together as a bady to dis- 
cuss among themselves the problems that each may haves 

They may come to certain findings, and by resolution 

action may be decided upon which will go on to the Canadian 
Federation of Agriculture, and ers we complete the organ- 
ization right from the local units all the way up to the 
Canadian. | 

Q- Anyway, you are the voice today of 350,000 organized 
farmers? Ae Yes. 

Q- Tell us how the brief was prepared and to what ex- 
tent you are in a position to say that it expresses the 
views of the organization? i. It is pretty well within 
the policy of the organization. We are controlled by 
policy laid down by the mandate of annual conventions from 
year to year and the constitution of the organization. At 
a Meeting held about three weeks ago of the executive and the 
board, the executive decided that a brief should be prepared 
and presented to this body. 

Q.- How big is the executive? A. There are seven 
members on the executive and I was requested to prepare 
the brief and present it to the Commission, 

Q- after you had prepared it did you submit it to the 
executive for approval? A. Yes. It has been submitted 


back to the executive and to the board, of which there are 
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twenty-one members, and the board and executive have 
approved of the submission, 

THE CHAIRMAN: Does your body exercise any financial 
or directive control over any cooperatives in the province? 

THE WITNESS: None whatever. 

THE CHAIRMAN: That is, you do no business? 

THE WITNESS: We sell nothing. We do not sell nor do 
we buy; we are simply, as I Say, a membership organization 
that actually gave birth to all of these organizations. We 
meet at times and exercise our prerogative to chastise them, 

THE CHAIRMAN: You advise them? 

THE WITNESS: Wherever we can. 

BY MR. PARKER: 

Q- Whether they take your advice or not? 

a. Unfortunately, sometimes they do not: but we sometimes 
have to treat them as a good mother treats a bad child, 

Q» However, that is the purpose? A. Yes, we are 
somewhat of a watch-dog. 

Q- Will you proceed to read the Dri eh? Ww ies nea 
Mention that there are one or two little corrections that 
have to be made. I will explain then as I gO along. 
"United Farmers of Canada (Saskatchewan Section) - 


"Memorandum on Cooperative Development to Royal Commission 
on Cooperatives - January 1945, 


"Mr. Chairman and Members of the Commission: 

"In submitting our memorandum we wish first to give a 
brief review of the organized movement we represent: 

"The Territorial Grain Growers Association was organized 
in 1901 and at the Annual Convention in 1906 the nane was 
changed to the Saskatchewan Grain Growers Asscciation. In 
1922 the Farmers' Union of Canada was organized, and in 1926 


these two organizations amalgamated, and at a convention 
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held in the, City of Moose Jaw, March 1927, the organization, 
by an act of the Saskatchewan Legislature, officially namea 
the ‘United Farmers of Canada, Saskatchewan Section, under 
which name the organization has since continued to functicn. 
"Through the convention records of the movement, it 
is clearly indicated that many of the early settlers had 
come to this new land, with a remarkable knowledge of co- 
operative principles and management and the movement which 
at present we represent, has throughout the years continued 
to be the medium through which education of the principles, 
ideals and objectives, of cooperation has been conducted, 
thereby carrying out a basic constitutional mandate, 
'To promote cooperative buying and selling among its 
inembers.! 
"Those yet residing in our province (and there are 
many) who attended Annual Conventions of the farmers! 


organization during the rise of cooperative enterprises, 


‘Can well remember the many statements by attending deleg- 


ates, ‘That the dividend savings from cooperative purchases 
in the Old Country had made immigration to Canada for many 
settler families possible.’ With such cooperative back- 
ground it was quite natural that those principles and ideals 
would soon reflect in the discussions and resolutions 

of the farmers’ movement, and also that action to promote 
cooperative buying and selling would be actively engaged 

in very early in the pioneer years of our provinces. 

"That settlers with similiar backgrounds and desires 
were also in Manitoba and Alberta, was reflected in the 
addresses to Annual Conventions by fraternal guests, 
representing farmers‘ organizations in our sister provinces. 

"Prom the very commencement of the organized farm 


movenent of the Prairie Provinces to the present time the 
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major activity has been devoted to education designed to 
promote cooperative buying and selling, with advice to 
adhere as near as possible to the well known Rochdale 
principles, the advice policy at all times has been free, 
unlimited membership, prevailing prices or changes for 
goods or services, capital to be provided by the members, 
one member one vote, patronage dividend, and business by 
cash on a non-profit basis. As the early settlers were 
engaged mainly in producing grain, it was to be expected 
that their attention would be devoted mainly to combining 
their efforts to organize some method to control and market 
such products. The following excerpts taken from Convention 
records will indicate the cooperative progress within this 
province 3 

"Territorial Grain Growers Association, Regina, 
December, 1904 = 'The practical problem is how can the 
farmers of the Northwest Territories ccoperate to secure 
increased profits from the sale of their $12,000,000 worth 
of wheat? The most practical way appears cooperative 
selling «! 

'It is not proposed that this Association should be- 
come a trading company, but that within its membership 
a cooperative trading association should be formed, to which 
the present Association should stand in the relation of a 
foster parent.! 

"Territorial Grain Growers Association, Moose Jaw, 
February, 1906 -~ Introducing a resolution that had been 
unanimously carried by a large assembly of farmers at 
Sintaluta, Sask., Mr. EB. A. Partridge stated that, ‘The 
meeting at Sintaluta was called to institute a scheme for 
the cooperative marketing of grain by furmers, It is vart 


of that temple of equity which society is slowly rearing 
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as clvilization's crowning monument -- Cooperation -- the 
"Cope-stone" of which is practical brotherhood.'!" 

i did not include the resolution I speak of there. 
It is a very lengthy one and I did not think it was 
necessary to do more than refer to the fact that such a 
resolution had been passed. Continuing: 

"That resolution marked the subsequent establishment 
of the 'Grain Growers Grain Company Limited', later to be- 
come the United Grain Growers (U.G.G.). This action, 
however, apparently did not satisfy the needs of the 
farmers, as while the enterprise provided a means to market 
the product, there yet remained the greater problem of 
assembling and storing grain. Consequently, at the February 
Convention of the Saskatchewan Grain Growers Association 
the subject of the ‘Provincial Government providing a system 
of internal elevators’ was introduced. Also at this 
Convention the matter of a plan of Cooperative Hail Insur- 
ance was discussed. 

"At the Convention held in Saskatoon, February 1908, 
the following resolution was carried: 

"RESOLVED: that the Convention place itself on 
record as being strongly in favour of Dominion government- 
owned and operated terminal elevators, and also a system 
of Provincial government-owned and operated internal storage 
elevators at internal points, where the grain would be 
both weighed and graded through Government agency, with 
provision for creating a sampie market at Winnipeg. 

"While the above resolution was carried, the records 
show that a strong element of the Convention was not in 
favour of government ownership nor was the government of 


the province favourably inclined. 
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"The subject was further discussed at the 1909 
Convention at Weyburn, and at the Prince Albert Convention 
at 1910, 4 resolution was read and approved which had 
been passed by the Provincial Legislature that ‘having 
regard to the admittedly ret tea ae and intricate details 
involved in the solution of a problem of such magnitude 
begs to report to the House that a commission be appointed 
by the Government for the purpose of making a searching 
inquiry into the proposals looking to the creation and 
Operation of a system of elevators to effect the objects 
outlined by the Grain Growers Association and to report 
its findings with all convenient speed so that action may 
be taken to give relief to the coming grain season,! 

"This commission was appointed and conducted an PaauUry 
throughout the province and at the 1911 Annual Convention 
of the 5.G.G.4. the delegates 'by an almost unanimous 
vote decided to accept the scheme of cooperative elevators 
with government assistance such as was recommended by the 
Saskatchewan Elevator Commission.t This decision was made 
with great enthusiasm, and the records indicate that 
delegates who had had prévious experience in cooperative 
buying had been stricing to apply the same principles in 
regard to the ownership of the facilities necessary to make 
cooperative selling possible. This decision provided the 
way to establish the 'Saskatchewan Cooperative Elevator 
Company.! 

"At the Annual Jonvention, Regina, February LOT ag AFG 
was 'Resolved that this Convention urge the Dominion 
Government to enact the law providing for the passing of 
the incorporating of Cooperative Societies.! 

"4t about this period the educational service of the 


organization began to be very effective. This is clearly 
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shown in the report submitted by Secretary Fred W. Green, 
to the Annual Convention in Saskatoon, February 1913. 

“The report states, ‘Another thing is the great 
number of local associations desirous of building their 
own halls. This indicates a natural desire for a perman- 
ent home around which shall be fostered the growing farmers! 
cooperative non-profit brotherhood spirit. Already a 
number of halls have been built and several locals are 
making preparation to do so. Another noticeable tendency 
is the growing desire for cooperative effort... All over 
the country hundreds of our local associations, in some 
form or another, are trying to put into practice the 
Spirityof practical cooperation, in their endeavour to re- 
duce their expenditure and thus, in the general inter- 
change of commodities, secure a larger share of the wealth 
they create.! 

"At the 1914 Convention in Moose Jaw the President, 

J. A. Maharg, in his Presidential address, stated in part, 
'The first and greatest essential is right within our own 
reach and can be had free of charge. This great essential 
is the spirit of true cooperation, buying or selling or 
both on a cooperative basis, laying great importance on the 
distribution of profits cooperatively.! 

"Then followed the years of World War Numer One durine 
which time the price of all goods and services increased, 
and while the price of farm products also increased, the 
prices of goods which farmers must buy increased in higher 
proportion. 


"This situation developed the urge among farmers to 


engage in cooperative buying, and in consequence the 


Saskatchewan Grain Growers Association engaged in an 


educational campaign of advice on how to start and operate 
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a cooperative store or buying unit, and stressed the need 
for strict adherence to the Rochdale principles of dis- 
tribution of Savings (patronage dividends) commensurate 
with individual purchases, cash for all purchases, one 
man One vote, and nen membership. Many of these stores, 
Mainly through Straying from the above principles, did not 
long survive. It is, however, a noticeable fact that the 
Operators of cooperative stores who maintained a strict 
adherence to those principles, steadily developed in im- 
portance to the business and social life of the peoples in 
their communities, and continue to be flourishing and 
Service enterprises today. 

"The trading units were largely comprised of locals 
of the Saskatchewan Grain Growers Association, wherein 
members paid a small fee to become incorporated, and 
simply pooled their purchases of coal, wood, lumber, 
binder twine, barb wire, and other goods, charged them- 
Selves retail list prices, and returned the Savings to 
themselves at the end of their financial year, 

"These people did not make individual purchases at 
all. They paid their money to the purchasing agent 
(usually the Secretary of the Local) who purchased the 
collective requirements; each individual then took delivery 
of his proportionate share of the goods, which he had paid 
for when the decision to make the collective purchase was 
made. They had no store, but a number of these trading 
units did retain a portion of the savings created by their 
collective purchases, for the purpose of building coal sheds 
at railway points, and to avoid demurrage, these sheds were 
also used as storage sheds for wire and twine, ete. until 
the owner took delivery of his goods. 


"This branch of farmers activity combined with 
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cooperative store Cevelopment grew to such proportion 
that the need for e centralized purchasing agency became 
evident, and in Consequence the delegates attending the 
1915 Convention decided to establish a Saskatchewan Grain 
Growers Association Trading Department. This Department 
proceeded to engage in wholesale buying for delivery to 
the trading units and cooperative stores. The trading 
delegates met in separate Convention at the time of sub- 
sequent Annual Conventions of the Association. 

"As the War progressed during the years, 1916-17~-18-19, 
prices of goods continued to soar to fantastic heights, and 
in 1918 wheat prices, which had hitherto been lagging, 
also went on the upward rise. The Dominion Government then 
established a 'Wheat Board' to take control of the entire 
Crop, and set an initial price of $2.21 per bushel basis 
number one (1) Fort Willian, 

"As wheat prices on the uncontrolled market had gone 
as high as about $4.00 per bushel, there were some farmers 
who resented the Government's price action. However, the 
resentment did not go far ag organized farmers quickly 
realized that this type of service was the very thing 
they had long wanted. 

"Despite the fact that it was administered by a Govern- 
ment Board the service actually carried out the non-profit 
features of cooperative operation to a far greater degree 
than farmers could otherwise hope to achieve. It should 
be noted that although this Government service was a 
huge business concern, there was no taxation imposed. 

This Government Board was Simply acting as selling agents 
to whom the farmers would consign their wheat. It was 
only interested in the price it could secure for the 


volume delivered to purchasers. It was not involved in 
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profit making. It paid the producer a set price in accord- 
ance with grede, and also gave to him a participation 
certificate, wherein the Board was committed to ultimately 
pay to the producer any sum in excess of the initial pay- 
ment that had been secured in the selling of his wheat. 

"Farmers were so enthused with this Government service, 
which had eliminated many costly extravagancies, that the 
delegates attending the 1920 Annual Convention of the 
Saskatchewan Grain Growers Association, unanimously re- 
quested the continuance of the Wheat Board, 

"The Government, however, discontinued the operation 
of the Board despits delegations conferring with the Govern- 
ment and the 1921 Convention demand for the reinstatement 
of the service under a Wheat or grain board, the Govern- 
ment decided otherwise, 

"At about this time the attention of a few Saskatcheway 
farmers became focused upon an effort in the United States 
tO organize the marketing of agricultural products under 
the Rochdale plan of cooperation, 

"Mr. Harry Swartz corresponded with the Chicago law 
firm who were engaged in this organizing endeavour, and was 
informed to the effect that experience showed the Rochdale 
technique which proved to be successful in cooperative 
Duying could not fulftl the requirements of cooperative 
selling, and that in order to find the way to Organize co- 
Operative selling, and retain ag much as possible the 
Rochdale principles. A member of the law Piri Nes Sapiro, 
had gone to Denmark to study and learn the methods used 
in that country, where cooperative marketing had been 
successfully developed to a very high degree, 

"In 1922 a number of Saskatchewan farmers organized 


the Farmers' Union of Canada and the above named Mr. Swartz 
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was appointed Secretary. 

"In 1923 at the invitation of the Farmers’ Union 
of Canada Mr. Sapiro came to this province and explained 
a plan Of pooling products under a contract between 
producers themselves, 

"While we have no hesitation in stating that the 
farmers would have preferred the re-establishment of the 
Government operated Wheat Board, they however very enthus- 
lastically accepted the Pool plan of marketing products, 
which contained the non profit and other principles of 
cooperation, 

"The Saskatchewan Section of the Farmers! Union of 
Canada and the Grain Growers Association very soon com- 
bined their efforts in a Campaign to secure contract 
Signers in sufficient number to market wheat from the 192% 
crop under this plan. The time factor was however against 
the canvassers securing the agreed minimum number, conseq- 
uently the 1983 crop was not marketed through the pooling 
method. However, an adequacy of signed contracts were 
later secured and the 1924 crop of members was marketed 
through their own organization, the Saskatchewan Wheat 
Producers Limited (The Wheat Pool). 

"Farmers who signed contracts were fully aware that 
to maintain the maximum control of their products, would 
also necessitate the ownership of elevators to take 
delivery of grain and assemble Same for shipment. They 
also were aware that their operations would for some time 
involve heavy bank borrowings. They therefore agreed to a 
two cent per bushel deduction for commercial reserve, such 
reserves to reduce yearly the amount of bank borrowings," 

In the last sentence of the second paragraph on 


page seven the brief reads: "They therefore agreed to a 
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two cent per bushel deduction for commercial reserve, such 
reserves to reduce yearly the amount of bank borrowings? 
This should read: "They therefore agreed to a two cent 
per bushel deduction for elevator construction or projects 
and one cent for commercial teserve, such reserves to re- 
duce yearly the amount of bank borrowings." Continuing: 

"This campaign for contract Signatories brought out 
demonstratively the evidence of cooperative understanding 
among the farmers, a great many of whom had been in the 
position to hold their wheat on their farms, and sell ata 
usually higher price during the following Spring or summer, 
but with full knowledge that all members under the pooling 
plan would receive the average price only, according to 
grade, regardless of when the grain was delivered by the 
producer, within the current crop year, signed contracts, 
more readily than many others who were in less favoured 
circumstances. 

"Following the active operation of the 'Wheat Pool! 
and the construction and purchase of grain elevators by the 
members to make their assembling and marketing plan 
effective, farmers turned their attention to similar con- 
tract plans for the cooperative assembling and marketing of 
other farm products. 

"The Woments Section of the Saskatchewan Grain Growers 
Association had for some years, been endeavouring to dis- 
cover a way to market poultry and poultry products co- 
operatively, and in association with the Woments Section 
of the Farmers! Union of Canada, the Saskatchewan Co- 
Operative Ege and Poultry Pool was created in 1926, 

"In the Village of Delisle in 1926 a group of farmers, 
under the Chairmanship of Mr. W. D. Mackay, decided by re~ 


solution to form the Saskatchewan Livestock Pool under the 
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contract plan, 

ST 926 ata joint convention in the City of Saskatoon 
the Saskatchewan Grain Growers Association and the Farmers! 
Union of Canada decided to amalgamate and through this 
decision the United Farmers of Canada was created, 

"In 1927 in a farm implement warehouse in Saskatoon 
a gfoup of farmers met and by resolution decided to organize 
the Cooperative Dairy Pool under the membership contract 
plan. 

"In 1928, after considerable preliminary work, the 
Trading Department of the United Farmers of Canada was 
transferred, and became the foundation of the Saskatchewan 
Co-operative Wholesale Society, following which an extensive 
campaign to promote local cooperative buying units were 
engaged in. 

"The financial and economic collapse of 1929 which 
rocked the world economy to its very foundation also affect- 
ed and disrupted the operations of our cooperatives more 
particularly the enterprise of major importance to the 
farmers, the 'Wheat Pool!, 

"After five years of operation which had been eminently 
Satisfactory to the owner members they were caught with 
having made an overpayment to themselves on the grain 
delivered from the 1929 crop, and as the few years of 
Operation had not allowed reserves of sufficient magnitude 
to be available to finance the large sum required to make 
necessary payments at the time of delivery, money each 
year had to be borrowed on the security of the grain to 
make such payments, and as grain prices had dropped below 
the amount of the advances made, quick action had to be 
taken to cope with this embarrassing situation, 


"Then followed the years from 1930 to 1937 inclusive 
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of crop failures and low Prices which combined with 
financial stagnation affected every farm home, every trade, 
business and profession in our province. The Cooperatives, 
Nevertheless, weathered the Storm, and indeed continued 

to progress during those adverse years, and while many 
farmers lost considerable equities in their individual 
farms, they jealously guarded the collective equities they 
had established in their cooperative enterprises. 

"In all the above activities the farmers' economic 
membership organization took the educational lead !To 
promote cooperative buying and selling among its members’, 
and through the many Campaigns that have been conducted by 
the economic organization a very widespread knowledge of 
cooperative principles have beon gained by farmers and 
others throughout the entire province, and that those 
principles were accepted and desired is reflected in the 
very large number of farmers who have membership in one or 
more of the many Saskatchewan Co-operative enterprises, 

"There are cooperatives other than those herein named 
that are operating under similar principles that the 
economic organization played no direct part in creating. 

It is, however, of great satisfaction to the members and 
officials of the economic body to know that the educational 
ground work of many years has succeeded in developing the 
necessary knowledge to enable the creation of new CO-= 
operative enterprises to be promoted without assistance, 
other than that the economic organization will continue, with 
its cooperative education, and urge the further development 
of cooperation. 

"The above is generally a historical review of the 


farmers! movement and the development of cooperation in 


, 
~ 


r R ‘ 
‘ . 
, ‘ 
4 
. ‘3 
Pests 
; Oe ae) 
eit ' 
i ! 
3 ae 
> t 
‘ ae R 
ao Eee y A 
F x Let aS t a : 
he 4 cee (ee F in . 
N Euan ao Ba x. 
se a 
ye * 


p-1590 


-1590- Mr. Bickerton 


Saskatchewan. 

“We wish, however, to state that the entire cooperative 
movement is a practical and active protest against the ex- 
travagancies and costly duplications of the competitive 
system, under which and through which business animosities 
are developed, and as the greed for profits further develops 
it reflects into the trade affairs of nations thereby caus- 
ing bitterness, jealousy and conflict between the peoples 
of nations. The common people are caught in the vortex of 
profit making inequalities and must either arenes submit 
to profit exploitation or rise and protest with the use of 
cooperative action to guide a Christian-like destiny for 
themselves and for the whole of mankind. 

"In the matter of imposing ’a tax’ ‘on cooperatives, we 
wish to state that we see no reason to impose any such tax, 

"Cooperative enterprises are established by the people 
who create them; they create them for the purpose of supply- 
ing themselves with goods and services at cost, they seek 
foCm Or procvit, rather do they consider that they can provide 
themselves with necessary services at a cost less than that 
which others who seek profit would be willing to perform 
these services for. 

"Cooperatives recognize that while they move forward 
in their development, that the competitive trade will con- 
tinue to operate, and in recognition of that fact, and also 
that cooperation is an evolutionary movement, cooperatives 
agree (perhaps foolishly) that they will charge themselves 
the same price for goods or services charged by others, and 
receive back at a later date, the amount of such cost or 
service savings whether those savings be from elevator 
Operation, trading units, or any service of a cooperative 


nature, 
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"Recognizing also the need of development and expansion 
capital, the members of the various cooperative enterprises, 
almost without exception, agree to allow their savings or 
earnings to remain in the enterprise until such time as the 
development or extension programme is fairly complete. 

"It must be remembered that such Saving is the sole 
property of each individual member, and the amount of same 
must be recorded to his or her account year by year. As 
the cooperatives are varied in their operations, different 
methods of returning the Savings are used, such as the 
Straight patronage dividend returned each year by a trading 
unit that has very little equipment, and the revolving door 
plan used by cooperatives, that require the use of savings 
for a number of years to develop the enterprise. This plan 
designs to return in Say 1938 the savings created by." an 
individual member in 1928, 

"In conclusion we wish to state that regardless of what 
others may think or assume, it is the firm belief of the 
agricultural section of our nation, that free competition 
Cannot survive in a highly concentrated modern economy 
and the people are left to choose between accepting highly 


| Capitalized monopolies at their price. .which- must. include 


adequate profit, or the cooperative way of performing the 
) services themselves, whereby none will profit greater than 
| the other but wherein alll will reap satisfaction with the 
knowledge that the non-profit way of cooperation is the 
Christian way toward establishing the Brotherhood of Man, 

Vell Of which is respectfully submitted: 

United Farmers of Canada (Sask. Section). 
THE CHAIRMAN: I think I should tell you, Mr. Bickerton, 


that this is a very well put together document. 
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THE WITNESS: We thought, Mr. Chairman, knowing our 
family fairly well, that their mind is pretty much concentrat- 
ed upon the commercial activities of their own particular 
institutions, and as we are not bothered with selling any- 
thing at all, or even buying, we do keep our minds away 
from that aspect of things. We had an idea that possibly 
it might be of use to the Commission to have some knowledge, 
however brief it might be, of the evolutionary rise towards 
what we are now dealing with. 

BY MR. VAUGHAN: 

Q- From the last paragraph in the PUSH 1S) Virion pe 
inferred that other methods are non-Christian? A. I would 
have to leave the individual to answer that for himself. 
When we stop to review the world as it igs today, there are 
a great Many people who have doubts as to whether world 
economy has been developing on Christian lines. We have 
been trying to see the light anyway. 

THE CHAIRMAN: But that does not exclude other ways? 

THE WITNESS: No; nor does it criticize the thoughts, 
the ideas or the actions of individuals, or individual efforts. 

BY MR. VAUGHAN: 

Qe But you seem to stress the words "the Christian 
way toward establishing the Brotherhood of Man." I thought 
that perhaps the way here proposed was Suggested as the only 
Christian Way e A. It is not intended in that way. 

THE CHAIRMAN: Would you change the word "the" to the 
word "ak? 

THE WITNESS: That is fine. 

BY MR. FILLMORE: 

Q- Assuming that private enterprise does not survive 

but is replaced by the cooperative form of enterprise, what 


is your idea as to how Government should raise the necessary 
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revenue to carry on the functions of administration? 

A. If cooperative enterprise displaces private enterprise 
the Government will have to function through cooperation, 
and through cooperation would be derived the means of main- 
taining administrative bodies. 

Q- You say that from cooperative enterprise there 
would be derived the means of maintaining the Government? 
A. From the people who are contained within cooperation. 

THE CHATRMAN: Do you not mean, Mr. Fillmore, what is 
the ultimate aim of cooperation? 

BY MR. FILLMORE: 

Qe I am assuming that all business operates according 
| to the cooperative form. You say that Government revenue 
Should be derived from the taxation of individuals only? 


N 


ae It does not make much difference. The Government gets 


| taxation either directly or indirectly from individuals. 
Private corporations do not pay income taxes. Income taxes 
are paid by the individual members that do business with the 
private corporations. The private corporations are simply 


the agency through which income taxes are paid to the 


Government, and the same would apply whether private organiz- 
ations or private enterprise got entire control or whether 
cooperative enterprise got entire control. It would still 

be individuals who would be responsible for income tax. The 
private individuals who are engaging themselves in cooperation 
are paying income tax on whatever proportion of dividends 
they may get back, which adds to the amount they individually 
secure throughout the year; because, in making their state- 
ment to the Income Tax Department, they must disclose what- 
ever patronage dividends they get. So that income tax is 
paid whether it is in the form of excess profits tax or 


whatever it may be. It is still paid. 
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Qe Do you realize that at the present time some 
individuals are taxed more than others ~-. that is, they are 
taxed twice because the company is taxed in which they have 
Shares, and when they eet dividends, through personal income 
tax, they are taxed again? Ae “l don'tl esse) that 16748 
hurting anybody. I have not heard of private business’ having 
gone out of commission since the time the excess profits 
tax was imposed. I know a lot of them that were ready to 
go out of business before it was, but not since that time, 

I keep track of various things that happen and I cannot see 
any harm that has been done, notwithstanding the hue and cry 
that they are being discriminated against because of tremend- 
ous taxation that is being imposed DpOnh them and that et is 
discriminatory. My humble opinion is that the business of 
each one has been enhanced since the time the excess profits 
tax was imposed. If there are any businesses that have gore 
out of commission I do not know where they are; and, so far 
as the discriminatory part of it is concerned, I cannot see 
cee 7 OU Mieht as welt Say, "Here is a man who does business 
with private enterprise and he does not get any patronage 
dividend back, and possibly therefore he is the man that is 
discriminated against." It is not the company, not the 
concern. It would be as useless as to Say that because this 
man who does business with private enterprise has money 

in a savings bank, say the Bank of Montreal, he should have 
those savings taxed in consequence of doing business with 
such private enterprise. The Only difference between that 
man having savings in the Bank of Montreal ana another man 
having savings in a cooperative unit is that one has Savings 
in one building and the other has Savings in another, 

THE CHAIRMAN: Your idea is that uctimately the tax ou 2s 


out of the same persons all the time? 
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THE WITNESS: The tax must come out of the individual 
ultimately. 

THE CHAIRMAN: It does not matter whether he is 
Operating cooperatively? 

THE WITNESS: No, it does not matter, 

BY MR. FILLMORE: 

Q- Does it not matter whether one man pays more tax 
than another? Shoulda not the burden fall equally on every- 
one? A. When you Stop to consider that the man who is 
doing buSiness with private enterprise is being taxed as 
you say, having dual taxation imposed upon him, as against 
the man who does business with cooperative institutions, 
then it is possibly up to the man who is having dual tax- 
ation to pay, through doing business with private enterprise, 
to take stock of himself, 

BY MR. ELLIOTT: 

Q- Mr. Wilson of the Davidson store laid emphasis on 
this point, that it was in accordance with cooperative 
principles so to arrange matters that the interest of the 
member as customer would be identical with his interest 
as investor or provider of funds for the use of the cooperat- 
Ive Association, Do you agree with that general point of 
view? Ws ta Chania solnetol earoid thei a7 mentioned 
before that we have this whole cooperative family to think 
of. Ina very general way we know how the different ones 
operate, and so long as you have local autonomy you will 
have people who decide upon their different ways. JI believe 
I can say that you have them in varying degrees all the way 
from people who have organized themselves as did the Sherwood 
Co-operative. The Sherwood Co-operative organized them- 
Selves, Te wouta Say, in’a purely cold-blooded way, to do 


something for themselves to keep themselves in business, and, 
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as I say, you have people organized all the way from that 
Set-up to those who are banded together for a very ideal- 
istic purpose where profit or anything of that nature is of 
quite secondary concern to them. We have them in varying 
degrees between those two elements and I think they ought 
to be given whatever freedom they need to carry out their 
Own individual purposes. I would not care to question the 
Way anyone of these units is carrying on its business, 

Q- i was not asking you for a general opinion of that 
kind. I was directing your attention to one point. Does. 
it seem to you a reasonable objective that a cooperative 
ought to try to organize its affairs in such a way that the 
embers as customers have the same interest as the members 
looked upon as furnishers of funds? I was seeking your 
Opinion just on that one point. A. Do you mean the non- 
member patrons? 

Q- No, the member-customers themselves, A! * Ee think 
that is perfectly correct. As far as that is concerned, 

i think it is the general feeling of people all the way 
through that they may subscribe to a share, whatever it 
may be, five dollars or twenty-five dollars or whatever 
it may be. I personally think that is of very little account 
to them. Their primary motive is the business they do one 
| with the other. That is definitely the primary motive. 
I do not think the share capital means so much to the 


Pndiart dia] < 


Q- In so far as that ideal financial arrangement is 
achieved, then, it does not matter to the member whether he 
gets back his savings or whatever you call it, whether he 
gets back the proceeds in the form of a return on investment 
or in the form of a return on what he sells Or On what he 


buys. It is indifferent? A, Shall. 2D putettethia waye 
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DOLL Pilustr ats thie objective of one cooperative. I do 
not Know how many of them have this objective in view, but 
take the objective of the foung cooperative store. It is 
not young in point of age; that is the name of the town. 

Its. OoSetiveie this, It possibly has at the present time 
retired to its members all its loan Capital tom think 4s wid 
have to get to that place. Its ultimate obj eevive: 1 sito 
retire back to the members or shareholders all of the share 
capital. That is the objective, and ultimately they will 
retire back all the share capital. The question. arises, 
whom does the store belong to? From the moment that is done 
the Young cooperative store will belong’ to the community of 
Young. They will still have a Board of Directors and con- 
tinue to function under the efficient management they have 
had; they will still carry on the way they have been doing; 
but they will carry on for posterity. 

Q- You recognize, on page ten, the need for development 
and expansion, You will find it in the first sentence of 
the third paragraphs “Recognizing also the need of develop- 
ment and expansion capital", and so on. Leaving these 
savings with the enterprise does assist? A, Oh, definitely. 

Qe And if the cooperative is organized in a way that 
approaches Mr, Wilson's ideal on the point we were discuss~ 
ing, members have an advantage from leaving that capital 
there to be used for buying the equipment they need? 

A. Oh yes; I would say so, definitely. 

Q- So that the returns, in whatever form, whether as 
payment for the commodity or as a return on savings on goods 
which the customer has purchased -- that return, in whatever 
form, contains some element of advantage from the use of 
those funds in the purchasing of facilities? be + Yess think 


you are correct there, Mr. Elliott. Our opinion has been --+ 
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and it is the opinion of an educational body which does 
not always satisfy the men who have to do the practical 
work in carrying out these things -- that perhaps it is 
the feeling that patronage dividends will be returned, 

THE CHAIRMAN: On page four of the brief I find a 
reference to the Rochdale principles. You Speak of the 
urge among farmers to engage in cooperative buying, and 
you Say that the Saskatchewan Grain Growers Association 
undertook an educational Campaign "and stressed the need 
for strict adherence ara Rochdale principles", and you 
enumerate them -~ distribution of Savings, cash for all 
Purposes, one man one vote and open membership. That is 
all a part of cooperation? 

TAO ETNES SS | Llt ts. 

THE CHAIRMAN: How far can an organization depart from 
those principles and remain a cooperative? Which ones do 
you regard as essential and which as non-essential? 

THE WITNESS: One principle the departure from which 
has caused the greatest number of wrecks is that of cash 
payments. A good many departed from it in the past and 
they soon found themselves on the rocks. 

THE CHATRMAN;: What is the Rochdale principle as to 
the payment of patronage dividends in point of time? 

THE WITNESS: Now I am going back to a time fifty years 
agOe Patronage dividends were declared every quarter of 
the year and there was usually slight difference between 
the amount that would be returned to the member and the non- 
membere Usually it was sixpence in the pound. After those 
dividends were declared the non-member patrons could 
immediately go to the store and turn their savings in and 
get cash for the amount of the tickets or checks they had 


turned in. The transaction invariably, as between a member 
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and the institution, was for the checks to be taken in 
and converted into their savings account. They were trans- 
ferred into the savings account and held there until they 
had a limit of twenty-five pounds. That is as much as they 
were allowed to keep there. I am speaking of a period prior 
to the time they started their own banking. Since that 
time they have been able to transfer £25 worth of savings 
into the savings department of the bank with accrued interest 
on that, but up to the time to which my mind goes back, 
having been in the thing myself, your money lay there, and 
the only thing you could do with it was to keep it in the 
| cooperative union, or take it out of your account in the 
business and transfer it into a building association. They 
had a building association and many people are living in 
| homes that were obtained in that manner. There is no question 
that these patronage dividends or "divis" were turned in 
and left there as savings. It was a savings bank for them. 
I know. 


THE CHAIRMAN: Then you have no difficulty in reconcil- 


ing the deferment of dividends for a period of years with 
the Rochdale principles? , 

THE WITNESS: None whatever. When I came out here I had 
to clean up a number of things. I went to the store anda I 
took money I had lying in the store and brought it with me. 
Some of that money had been lying in the cooperative store 
a couple of years anyway. 

BY MR. ARNASON: 

Qe Would you care to offer an opinion, from the stand- 
point of Rochdale principles, on the payment of interest 
on share capital? A. Interest? 

Q. Following the line of questions put to you by the 


Chairman and Professor Elliott. As J Ghink that es ae 
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necessary as an ordinary business practice, because we have 
to have some ordinary business practice in order to operate, 
and you have to differentiate between the person who has 
Share capital lying wherever he has it and the people who 
merely do business with the institution. The difference in 
the amount of patronage dividend as between the non-member 
and the member is very small. The point is this. it is 
considered good practice that if a person has an investment 
in a cooperative business -- and the amount you can have of 
Share capital is limited; it is only limited to a certain 
sum -- then it is but logical and right that that individ- 
ual should be given a limited amount of interest upon that 
Share capital apart from patronage dividend altogether. 
Phatecaces.care -of the business between the member and the 
non-membere 

Q- Would you say that the limited rate of interest 
paid by cooperatives on share capital is essentially differ- 
ent in principle from the dividends paid on Shares held ina 
joint stock company where the entire Sy eee in so far as 
it is distributed, is in proportion to the shares held’? 
Doayou care to differentiate there? A. Oh yes. I would 
Say there is a decided difference, because when all is said 
and done there is a different motive. I would say in re~ 
gard to the joint stock company that there is that motive 
which urges people to invest their capital. Ina joint 
stock company you can invest more money than you could ina 
cooperative enterprise. Then there must be the motive to 
earn. Other people do not like the word "profit", but there 
must be the motive to earn wages for the capital they have 
invested. There is that definite urge which I do not think 
exists generally speaking in the case of people who pool oa 


small amount of capital together in a cooperative enterprise 


i 
% 

OU 3 

7 -. 

: ny ty te a5 — 4 

He, Pita ti ' Pe x) Pet Le Rs aad ' 

. 

4 

- 


ye 


D0 he 22 eee Gert 
Dera: ost -vevdefe: J Not voir te BED i eud “LADO pa ERT wet 


Varo 5a ton arra “olidSte Thth o¢ Crp ae ae 


‘ ' ¢ wt 1 24 See Me hee 
BP ASAT VS ri ( y Lite ov dee ee ees 
; ’ . (my “5 ; ’ me Pier ' “5 a 
; . c da ke ORS On PARES. cai 
’ 


# : 
= ; j 
sa nl ee nae @ 
‘ ' p. hatha ate Ag oA k 
‘ 
. ' ‘ ‘ 
" t t ? ify ~~ 
% > ; + % 4a mm Gebe 
‘ 
. 
- i ¢ 
- ‘ ogi i o As 
SLeO 2h ER 
: 
. 
ay oe ' 
ey ‘ | ra eh pelos vale : 
a + MA Pues 
: 
a ¢ ' = 
2 7 : { ‘? 
‘ ff 4 a Malet 
; i 
sue oe BP 
; f ety r- 
a ah j 
‘ bs f > a 
jh { ee a { ba 
' 
‘ M el 
i j 
: wi 
‘ ’ 
+ a } 7 
¢ : ws 
] HV ee 
° uj 
. ' a a 
i yw hm 
+i 
© J - z # f 
eras 
. oo 4 * 
‘ . 2 
- : » 
t a7 - , 
‘ 1 ~ 
{ ie ae 
. J ‘ ° 7, art * lod 
1 Jess re 
~* 
on 
. 1 s 
oy y VE 
. 
be 
in ? oe? 
. 
P - am 
’ 
j ‘ 
4 ; 5 mr i) 
t ¥ » 
ee 
, . a: 
y £2 ee a 
2 A f we «& fF 
. ch : § . 
f d Sth ae eB : chy . 
” 7 o> VW aur reg ‘ “ * 
J ‘ stoped? f) xHOP 
} 
‘ ; e 7 ® 2a ‘ ++ 
I Ly + ACO ‘ 
1 aah 
a P ‘. a 
* mort 7 ft oh \ y 
Ofg & 1384 
; ‘ 
= i 
r Pe i) 
r > 
ic 8a ga 
q 
; re 
ve 
7 
‘ Pal wt 7 
d » ' » 
1 4 YU 
5 ‘ 
ae : er z 
] ; ier. * Pn 7 P | ee ey 
: 
~ wD Tk ERI / 


B-1601 -1601- Mr. Bickerton 


,to provide themselves with the services they require. 

THE CHATRMAN: I suppose you will concede that co- 
operative enterprise has gone forward in the last four 
or five years more rapidly than private enterprise has 
done, comparatively? 

THE WITNESS: Yes. I would say that is true. 

THE CHAIRMAN: Would you let me have your opinion as to 
the reason for that. 

THE WITNESS: I think there is a reason for it. In the 
very bad days following the grey dawn of 198, the individual 
farmer in Saskatchewan found himself in a serious plight. 
His personal effects had got into very bad shape mainly by 
reason. of the fact that he could not grow anything. I am 
speaking of a condition that affected our province a good 
deal more than other parts of Canada. In our sister provin- 
ces the people had not been affected so badly, especially bv 
drought, and the farmers of Manitoba held their own fairly 
well, so that despite the fact that prices were low and the 
returns coming to them were not so good they could hold on, 


Yet, in spite of that, the farmers in this province, it 


seemed to me, were determined, the harder they were hit 
individually, to keep their collective unit going. They 
responded wonderfully well and they did keep these things 
going. Private trade was also hit very badly right in our 
own province. Individual store merchants and others suffered 
severely and I telieve that condition nope anen trade and 
business throughout the Dominion, 

THE CHATRMAN: But were they able to build up reserves 
Such as the cooperatives had been able to build up in the 
last five years? 

THE WITNESS: I do not know, sir. I have not the sligni- 


est idea in what proportions they built up reserves. 
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THE CHAIRMAN: Would you think that they had had an 
opportunity of building up reserves such as we have heard 
the cooperatives have done? 

THE WITNESS: I have seen some of the bank statements 
and I would say that the banks have built up reServes. 

it CHATRMAN: But we are not dealing with banks in 
this inquiry. 

THE WITNESS: It is only statements I have scen, so L 
cannot tell you in what proportion reserves have been built 
UDe 

THE CHAIRMAN: I was wondering whether the availability 
of these reserves has not been the real cause of expansion 
of cooperative enterprise? 


THE NITNESS: I would call attention to this angle of 


| the question. Reserves have been available; but if you 
analyze these different reports you will find, I think, that 
even in the worst years there has been gome progress. If 
you go back to the annual statements of cooperatives in the 
worst years you will see that there was some progress. It 


may not have been considerable, but there was some indication 


of progress, and if you study those reports you will see that 
by far the larger margin in the form of reserves established 
in the name of cooperatives has been there since 1942, be- 
cause up to 1942 the prices of agricultural products lagged 
behind all other prices. Beginning about 1943 these prices 
‘were brought up and I would say that in the case of some 
farm commodities the price is even a little above the average 
of otherse That immediately reflects itself in the purchases 
of people. 

THE CHATRMAN: I do not want you to think that I am 


critical of cooperation. 
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‘THE WITNESS: I realize that. I know you want to find 
Oute | 
THE CHAIRMAN: I am simply seeking information. 
BY MR. ELLIOTT; 
Qe In reply to a question asked by Mr. Fillmore, you 
Said that you looked upon the taxation of corporations as 
being simply a method of collecting in a financial way 
taxes from individual shareholders. Do you think that co- 
Operatives might be used to perform the same function for 
the Dominion Government in an equally effective way? 
A. To do what? 
| Q- To act as collectors of Dominion taxes for the 
Dominion Government, in the same way as you look upon the 
corporation? Ay 1 wonldynot doubt hub shatoir ther oe 


operatives were asked to collect from individual members 


| the amounts they should pay in the form of income tax or 
excess profits tax they would do it; but there would be a 
dual set-up in doing it, because you have a taxation set- 


up NOWe 


THE CHATRMAN: Is the ultimate aim of cooperation the 
Cooperative Commonwealth Federation? 

THE WITNESS: I would say that if it has any ultimate 
objective, however many years it may be from now, it must 
have a goal somewhere. 

THE CHAIRMAN: That is the ideal? 

THE WITNESS: Yes. 

BY -MR..BLLLOTT: 

Q- You emphasize that departure from the cash payment 
principle. has given rise to a good many of the wrecks that 
have occurred in cooperative enterprise. Would you add to 
that list, as a practice that has given rise at least to near 


wrecks, overpayment in the initial price? A. Yes. In one 
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ate 
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case, in the largest case of all, as a matter of Pract, 
the time factor was responsible, and possibly the deduct- 
ion of 1 per cent only. But even if it had been Bib teday 
or 4 per cent it would not matter. About that time the 
Wheat Pool was blamed for everything except the Dionne 
quintuplets, but the time factor was against them. 

BY MR. FILLMORE: 

Qe ido not want to prolone: the discussion, but I 
want to ask you one question. At what Stage in the develop- 
ment of cooperatives do you think they should start to act 
ac tex SOllectors for the Government --— now, or when they 
comprise a third of the business of the country, or when 
they have half the business of the country? At what stage 
in the development do you think cooperatives should start 
tc act as tax collectors for the Government? at et es 
I will have to appeal to the Commission and say I never at 
any time suggested that the cooperatives should be the 
medium which should collect taxes for the Government. 

MR. ELLIOTT: I am afraid I was guilty of that. 

BY MR. FILLMORE: 

Q@-» My recollection is that in answer to my first 
question, when I asked you how the Government would collect 
the necessary revenues if and when cooperatives had most of 
the business in the country, and when there was not much 
private business left from which to collect taxes, you made 
a Statement on the point. 

THE CHAIRMAN: I suppose the answer is, when they take 
over the Government. 

THE WITNESS: I am afraid that among the many abilities 
t have not got is that of foresight, 

BY MR. THORVALDSON: 


Qe Speaking of financial methods of collecting taxes, 
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I suppose you are aware that cooperatives in Russia are a 
factor in ‘their business tiethods =~ a large factor? 
A. To what extent? 

THE CHATRMAN: Would you not say “were'? 

MR. THORVALDSON: Are. 

THE CHAIRMAN: Now, at this time, 

BY MR. THORVALDSON: 

ae gsi tid TOLLowimne thats Nar. Bickerton, are you 
aware that cooperatives in Russia are heavily taxed? 
ue UL Sam afraid: | have been so busy trying to give attent- 
ion to matters in Saskatchewan and the Dominion of Canada 
that I have not got around to the point of trying to inves-~ 
tigate all problems facing the people in Russia, China and 
those other places. 

Q- I take it, then, that your answer is, you are not 
aware that cooperatives in Russia are heavily taxed? 
Pao, eco not know. 

BY MR. VAUGHAN: 

Qe You say that cooperatives were not started with the 
idea of profit and in that way were different from iseweur 
stock companies. What is the motive in starting cooperatives? 
&- If you go back into this thing you will find that at 
the beginning of their organized efforts the best that 
farmers knew was the joint stock method. That was their 
nearest approach to anything in the form of cooperation, 
despite the fact that a considerable number of them had 
knowledge of the Rochdale principles. For quite a while, 
in spite of that knowledge, the joint stock method was 
their nearest approach to what they were seeking; but there 
was always an element who had a different idea about the 


whole thing. 


ct 


“0 # 


4 oy 
oe 
Ce 
aipe 
~ ryt 
ne 
ie boat a 


Ms 
es 
‘ 
4 eee’ 
At * 
ae 
STN 
, 
had 


_ 


4 
‘ 
Hell 
"i 
. 
’ 
' 
¢ 


B-1606 ~1606=  — Mr. Bickerton 


THE CHAIRMAN: In case there should be any doubt, 

I hope that in my questioning of you you did not umerstand 
me to refer to the Co-operative Commonwealth Federation as 
a political party? I want to make that clear. 

THE WITNESS: I did not think you would suggest in any 
way that some one particular political party that exists 
today has to be the body. 

THE CHAIRMAN: I just want to make it clear that rive & Mie! 
not have that in my mind, 

THE WITNESS: I did not so understand you, ‘Sir, \ Lone 
before there was such a political group organized, known 
today as the C.C.F., there was something known as the co- 
Operative commonwealth. There is no doubt about that. That 
was Known Many years ago, and that is what I took you to 
mean. 

THE CHAIRMAN: As long as we are clear on that I am 
Satisfied, | 

BY MR. VAUGHAN; 

Ye You say, Mr. Bickerton, that these cooperatives 
do not start with the profit motive? A. Yes. 

Q- What is their purpose, then? Ai. To give them- 
selves services. 

Q- And that is all? ie Yes. Let me take one thing 
to illustrate what you want to know. I can speak clearly 
on this because I happen to be a farmer myself. When we 
got together in the grain growers' local we had to go from 


ten to twelve miles to town to buy a load of coal. We did 


not like that. We had a loading platform just two or three, 


or perhaps four miles away from us, and so we said, “Let us 
get a carload of coal, or find out how many carloads of 
coal we shall need.* We needed about seven carloads of coal 


to supply our wants in that particular unit. We decided to 
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get it through the medium of an agency that had been set up 
by the Grain Growers Association and they, acting in a whole- 
Sale capacity, would get the coal and consign it to us. They 
advised us to do what we intended to do anyway, and that is 
to charge ourselves the same price as we would pay when we 
went to town to get coal. We did that. We got seven car- 
loads of coal in and at the ena of the season, when the coal 
had been distributed, it was figured out by the Secretary, 
who also happened to be myself, how much was coming back to 
each of the members in proportion to the tons of coal they 
had got. We did that in order to give ourselves a service, 
and we had this money left over, and at the end, at the 
annual meeting, we said, "There is go much in the way of 
Savings what do you want to do with it?” I was only concern- 
ed at that time, as Secretary, to find out what we had to do 
with it. Well someone made a motion, someone seconded it, 
and it was carried that the money De. kept in 4a funds 

Q- Before you ordered the coal did the members figure 
out that there would be a certain amount of money left over 


to be divided among themselves? A. Yes, quite, 


Q- Would not that be a profit motive? Ae \iedon 
think so. 

Q- Why do you say that? A. They were so little 
concerned with the profit motive that when the time came that 
chey could have had all their Savings they said, "No, leave 
it there." 

Q. If there would have been no amount left over, 
according to their calculation, would they still have ordered 
SO many carloads of coal? A. Yes, because they would have 
had it nearer, 

Q- What they wanted, you say, was service and not 


profit? A. Yes, service. 
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Qe And on top of the service they got a profit or a 
Veavane™, if. vou prefer. If they got that exura;, or. in 
addition to what they had been looking for in the first 
place, do you see any objection to paying part of that to 
the Government in taxes? They wanted service, you say, 
and not profits or Savings, and they got something addition- 
al to what they started out to get. Is it unreasonable then 
that a portion of that -- not all Of it, .bubva portion -- 
Should be paid to the Government in taxes? He) )Licansorky 
Speak personally, as an individual, in’ that regard) bute. 
would say I really cannot sce any sense in that view. It 
ig true I.gzot it Deck, Dube tade there, itsbelones te me, 

I think it would be just as sensible for the Government to 
say, "We have taxed you so much already, but you have so much 
lying in a savings account in the Bank of Montreal, Say, and 
Wo ere, going to.tax. that, too, 

Q- Let us confine ourselves to the point we are dis- 
cussing. You say that you Rae out with the idea of 
obtaining a service. You got that service. You also said 
that you expected nothing more than Service. But the fact 
remains that in addition to that service there was a consider- 
able saving. Now we all recognize that everyone who has the 
ability to do so pays taxes, and here we find that there is 
ability to pay. As: Mou stbhink that, having got the Service, 
we ought not to care where the rest of the money goes? 

Is that the idea? 

Q- No. You have told us that you got the service and 
that this was your objeotives  Lerthat right? A. Yes. 
Q. Service and not profit? Aw Y os, 


w 


%- But as well as the service YOU Zot A profit.) wo 


you suggest that a part of that should not be pald in taxes 


to support the Government that provides benefits for all the 


ed 
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citizens of the country? A. I think that in another 
way the Government itself has a Set-up by which to secure 
the necessary taxes to do whatever it wants to do, and if 
aman gets this service and has remaining savings and is also 
in a position to be able to pay income tax the amount that 
is lying there will be in his income tax statement. 

Q- But it is different with a stock company, where 
the company pays first and the individual pays dn the 
second place. Here a profit is made -=- and profits are 
taxes. You agree that there was a Saving in your instance 
and you say that that Saving was not really the objective 
in the first place? Ai DE would put ib the other way. 
There may be an unfairness in regard to the Governmentts 
action in turning around to that individual who has done 
business through a private enterprise and has paid his tax -- 
no matter whether an excess profit tax or plain income 
tax -- and having done his business in that way the Govern- 
ment Says, "We will impose taxation upon your business." 
Because you must remember that a private store would have 
to charge an amount to cover its overhead expenses plus 
an amount to cover the tax. So if the Government says, 
"We are going to tax the profits you will make by imposing 
additional taxation on you, there may be unfairness there. 

Q.- What you mean is the double taxation -- that the 
taxation of the corporation and then of the individual -- 
is unfair? A. There may be unfairness in it. 

Q- But suppose that cannot be changed. That is beyond 
our jurisdiction in any event. And suppose there is a 
desire to make taxation fair. Do you still Say that it 
would be unfair to tax cooperatives? A. I have intimated 
that there is unfairness there, and you will not make a 


right out of two wrongs. 
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2« But assuming it is desired to make taxation 
equitable. And, suppose the Government cannot bring about 
any change in the present method of corporation taxation 
and yet wishes to make taxation as equitable as possible, 
would it be inequitable, then, to tax the cooperatives in 
the same way? As I don't think 1t woglerpe equitable, as 
you apparently suggest. I think there would be more equity 
in it if the Government gave consideration to the other side, 

THE CHATRMAN: Do you attach any importance to the 
feature of incorporation which most of the cooperatives 
adopt? 

THE WITNESS: Some, yese 

THE CHAIRMAN: What is the main purpose of incorporat- 
ing? 

THE WITNESS: One of the main purposes to be served by 
incorporating is to stop them them from running high, wide 
and handsome, so that when they make application for an act 
of incorporation they must measure up GO 4 Certain standard, 
i think that is the main factor in it, 

THE CHAIRMAN: Do you not think the question of limited 
liability bulks very largely in that? Their aba tyes 
limited by their capital. That would not be the case in a 
partnership or with a private individual, whose whole estate 
would be at stake; whereas in a limited company the estate 
of the individual is not at stake. Is not that an advantage? 

THE WITNESS: It may be some adwantage as far as the 
limited liability in a corporation is concerned. 

THE CHATRMAN: And is not-that a benefit which the 
Government confers upon this corporation? 

THE WITNESS: No, I don't think so. As a matter of 
fact, outside of the fact that, as I believe, incorporating 


exercises a certain measure of uniformity within the various 
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branches of the corporation, I think that the cooperative 
bodies could get along without incorporation. 

THE CHAIRMAN: You do not see that a corporate body 
is a distinct legal person -- distinct from the members who 
make it up? 

THE WITNESS: No. 

THE CHATRMAN: How could you sue a body unless there 
were some corporation that could be dealt with? 

THE WITNESS: One couldn't very well sue the body. 

THE CHAIRMAN: I imagine that in all human relations 
some one is apt to sue some one else to enforce his rights. 
How can he do so if there is not a body at arm's length whom 
heecan sue? 

THE WITNESS: I don't know. If a cooperative store 
gets into debt by borrowings, unless the Act is changed the 
people who extend the credit will have to sue some of the 
individuals. They would be foolish if they had not got a 
oersonal note. 

BY MR. FRANCIS: 

Q. Arising out of the questions put by Mr. Vaughan, 
may I put this case to you. Let us suppose that you reside 
at Delisle, thirty miles west of Saskatoon. You wish to 
purchase an article, the purchase price of which LS 5.012 wees 
say, $100 at Delisle, and you propose to deal with a private 
business. Let us suppose further that in the city of Saskatoon 
the price of the article is $90. You know that from advertise- 
ments in the newspapers; and therefore, instead of going to 
2a private merchant in Delisle and paying $100, you proceed 
to Saskatoon where you can get the article for $90. You 
decide to do that; but in going from Delisle to Saskatoon 
you find that your expenses, for lunch and gasoline and so 


on, amount to $5. Your net savings will be $5. Would you 
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expect to be taxed on the saving of $5 which you make? 
Aer, & would hardly think so. 

Q. If instead of paying $100 to the private merchant 
in Delisle for the article in question you go to consider- 
able trouble and call meetings, driving around the neighbour- 
hood, burning the midnight oil and getting the neighbours 
together, and neglecting your own affairs on your farm 
and spending a good deal of thought and time and effort in 
SO arranging the matter that the article is brought to 
Delisle and made available at Delisle for $90, and if the 
cost you have had in telephoning, in stationery and so 
on in bringing the article there is $5, your net profit -- 
excuse me, your net surplus -- 

THE CHATRMAN: You are excused, Mr. Francis. 

MR. FRANCIS: Your net surplus is $5. Would you expect 
to pay income tax on that $5 of net savings? 

THE WITNESS: No. 

BY MR. VAUGHAN: 

Qe Is it not the formation of that cooperative that 
makes it possible for you to obtain these conveniences 
and these savings? Hen l oGe 

Ye bias there is great advantage in being a cooperative; 
ten teithat so? die nw hBEs 

Qe Well, that is the very point. Should not something 
be contributed for that advantage? Meow lt «lL  COulie eee uany 
reason why, I would be in a better position to give an 
ANSWEL e 

9. You are able to accomplish all that because you have 
Formed a cooperative? As YVOSs 
Qe You are granted a privilege by the Government, 
either Dominion or Provincial, and in forming a cooperative 


you get these advantages in services and savings. Would 
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it not seem reasonable that something should be paid for 


that privilege? 4. It brings us around to what you spoke 
of before. If one group of people is made to pay double 
indemnity I don't think you cure that ill by making another 
group paye 

MR. VAUGHAN: I don't suppose there is any use pursu- 
ing the point further, Mr. Chairman. 

BY MR. NADEAU: 

Q. Is there any competition between the big cooperat- 
ives, the Wheat Pool and the Dairy Pools? A. The same 
purpose motivate all these people. One thing you have to 
keep in mind is that it does not matter how big the co- 
operative is or how little, it is the same people who are 
involved. The Wheat Pool is supposed to have a membership 
of ’=—- woll,; I would not be able to tell you that. You would 
have to get it from evidence as to how many active members 
they have and how many members they have on their role, 
Personally I would say they represent anywhere in the 
neighbourhood of 75 per cent of the farmers of the province. 
You will have others in other organizations, the livestock 
pools, and all the way down to the little store, 

Q- Is there any instance where one can find any 
competition between some of the big cooperative pools, 
dairies or wheat pools? A» -f don't, think, sir, you would 
find 1% here. It is not beyond the realme of "possibility 
that you may find a certain amount of conflict in one or 
two other provinces I can think of where there are two co- 
operative organizations giving Similar service. While they 
may not be together in the same city operating from the same 
point, they are possibly sufficiently near together to over- 
lap to Pee etait. so that there may be a certain degree of 


conflict there. Here, however, we have nothing like that. 
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q. Is there any instance where, by agreement or other- 
wise, they try to avoid competition between themselves? 

A. Yes, they definitely would. As I mention, we have a 
cooperative conference and there we discuss any questions 
like that, and if any such question came up we would do 
what we thought advisable in the circumstances. 

MR. DEBOTH: We are all interested in getting the true 
meaning of the word cooperation. I would like to ask this 
gentleman if, in private enterprise, one Single transact- 
ion ever takes place where a corporation supplies some 
individual who is in need of a particular commodity unless 
it can get some profit as a result of that transaction. 

Is that correct -- unless they get a profit they are not 
going to supply that commodity? 

THE WITNESS: - Not very far from my home there was a 
cooperative store where I went to purchase goods. I was a 
member .and I,never asked the price of goods. I gave tie 
order and tok the goods. 

MR. DEBOTH: I was talking about business under what is 
called private enterprise. In the case of one single 
customer coming in and needing something, they will not sell 
to that customer unless they are sure they will get more 
for what they sell than they paid for it. 

THE CHATRMAN: Will you please confine your examination 
to questions and not arguments. 

MR. DEBOTH: In a cooperative store, when the share- 
holders deal with one of their members or patrons, they 
supply the needs of those members or’patrons only if they 
make a profit on the transaction for the time being. Never 
mind whet happens to the profits afterwards, the transaction 
is the same as in private enterprise. Profit is the very 


first thing that is thought of and not the human being. The 
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human being is considered in the second places 

THE WITNESS: You are all haywire. 

MR. DEBOTH: You may call it savings or surplus or 
carnings, but fundamentally the transactions are the same. 

THE WITNESS: Your mind is working in reverse; that is 
all that's the matter with you. 

THE CHATRMAN: "No" would be a sufficient answer. 


THE WITNESS: The answer is no. 


ts a DORDES, 

Secretary, 

The Insurance Agents! 
Association of Regina, 
having been duly sworn 
testified as follows: 

BY MR. PARKER: 

Qe What is your occupation? A. Chartered Accountaiit. 

Q Are you appearing as a Chartered Accountant? 
tjnn NO, as Secretary of the Insurance Agents! Association 
of Regina. 

QO. YOu are here in support.of a briet thet. was tiled 
and signed by the Vice-President of the Insurance Agents! 
ASSOciation? Ae 1; BS, Mrs gee F bial e, 

Q Did you prepare the document? iio I worked with 
the committee to prepare it. 

Q. What kind of committee? A. i& committee of three, 
including one from the executive and one from the general 
membership. 

Q.- ‘What is this Insurance fgents' Association? What 
is it composed of? &. It is composed of agents of joint 
stock insurers writing all lines except life. 

Q@- Fire and casualty? fue og REE, BHO Nee 


Q. How many members are there? A. There are twenty- 
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nine members in Regina. 

qe The ordinary fire insurance offices that we see in 
every town and city, each office representing a number of 
companies? ie YeS. 

Qe That is the type of association? Aue YeSe 

Qe as to the facts alleged in this document, do you 
know anything about them or is this merely hearsay evidence 
that you have put here? 4. I don't know exactly what you 
mean by hearsay evidence. 

QQ. Something that you cannot swear to positively as 
within your own knowledge. Au. The facts there are known 
to me from my knowledge of the general business only. 

Q. You had better read it and we will test it after- 
wards. Ps” ree, way or it reads as Tollows: 


"Submission to The Royal Commission on Co-operatives made on 
Behalf of the Insurance jgents' Association of Regina. 


"The representations set forth following are made on 
behalf of the members of the Insurance Agents! Association 
of Regina comprising twenty-nine firms and individuals 
acting as Regina agents of Joint Stock Insurers of all 
classes other than life insurance. 

"The fifty-five agent members of the Insurance Agents! 
association of Saskatoon, Moose Jaw and Prince Albert also 
associate themselves with this brief thereby representing 
several hundred of persons who are directly dependent for 
their livelihood on earnings as local insurance agents. 

"Our members and those associated with them have for 
some years been much concerned with the situation which 
exists in Canada today whereby Mutual Insurance Companies 
(the chief competitors of our principals) are exempt from 


the payment of taxes which are levied against our principals. 
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In the latter few years, due to heavy war-time taxes and 

the departure of many "Mutuals" from the strictly mutual 

plan of operations, the burden of this condition has been 
greatly accentuated. Our ability to obtain a livelihood 

is in the first instance dependant upon our principals! 
ability to compete with other organizations in the same 
businesse We submit that Joint Stock Insurers cannot effect- 
ively compete under tax laws requiring them to pay large 

tax imposts which are not levied against our competitors. 

"In Canada a large percentage of the very essential 
ose of furnishing the public with insurance protection 
is provided through the medium of local agents, who are 
compensated for their work solely on a commission basis by 
their principals -- the insurance companies. It necessarily 
follows that when the inpediment of discriminatory taxation 
is imposed upon the Joint Stock Insurers as principals, 
the interests of their agents are injured in precisely the 
same ratio. 

"Taxes are levied to enable the government to give 
certain services required by the citizens. These services 
may take the form of protection of persons and property, 
social welfare, or the conduct of war and so forth; and 
whatever they may be, Mutual and Co-operative Insurers obtain 
equal benefits with all other individuals and organizations 
from these services. However, under present tax legislation 
(or the method of its application) the Mutual Insurers do 
not contribute to the cost thereof. It is submitted that 
because of this the individual tax burden of all other 
persons in Canada is in excess of what it otherwise would be. 

"In conclusion it is submitted that our principals as 
carriers and our members as agents of such carriers suffer 


an injustice and hardship from the competitive disadvantage 
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and from the increased taxes because of the section of the 
act exempting or purporting to exempt Mutuals and Co- 
operatives.e 
"Respectfully submitted, 
Ayes wa oes 
Por: Vice-President, 
The Insurance Agents! Association 
of Regina." 


@eeaeeneee ee @ 


Bi MRs Lakh ees 

Q- How do you know that these several asscciations 
in the other cities subscribe to what Mr. Little has 
written? ine They wrote asking to be associated with us. 

% Was this document submitted to them for approval? 
ie ATter. 

Q@. And they read it? Ai. Yes, and have not objected 
TO i. 

Q- One or two questions. In the middle of the first 
page you say: “In the latter few years, due to heavy war- 
time taxes and the departure of many mutuals from the 
strictly mutual plan of operations, the burden of this 
condition has been greatly accentuated." Are you in a 
position to tell this Commission in what way the so-called 
mutuals have departed from the strictly mutual plan of 
operaticn? What have they done? A. My own opinion of 
the strictly mutual plan of operation is that a mutual 
corporation cannot go very far from the principle of a 
number of individuals agreeing to share the loss of any one 
individual for a certain period of time. A very large 
percentage have departed from the principle, I believe. 

Qe We are not particularly interested in what you 
believe. We would rather have you tell us what you know. 
4. I do not know that in this territory the only mutual 


policies I have seen issued are on a fixed premium basis. 
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They pay a premium for protection and they pay no more. 

Ye So what, to use a slang phrase? iy That is 
not a mutual plan of operation. All that is paid is a 
fixed premium for the protection given, and if there are 
losses he does not have to pay more, 

Q. ind he does not get anything back? Mian) “ACCOR te 
to the policy, he is supposed to get savings back if there 
are Savings. 

Q- That is, if there is a year without many losses 
and he pays more than is necessary he gets a rebate? 
ae Yese He gets a dividend, 

Q. Isn't that mutual? iy Thateis not mutual. 
because he doesn't have to pay if there are lasses, 

Q« He benefits if they have a good year, but if there 
should be a disaster that wipes out a lot, he is not 
called upon to pay more? A. ‘Nos 

Q. How does that make it less mutual? A. My idea 
of a mutual is that everyone shares and shares alike, 

YOu Cannoy share in profits and«not vinwlessess 

Q. That is what you mean? Ay, Yess 

Q «And that is your complaint against these companies? 
ue “heat lissright. 

(.' Perhaps you can help mes. Take a gage where, the 
fixed premium having been paid, the company has very heavy 
losses» What happens to the policy holders? Does the thing 
just go bust? Ae. It has never gone into the courts so 
as to find what would happen. 

Qe How does that hurt you? Your companies all have a 
fixed premium. i. We consider that the dividend that 
is promised by the salesman is a competitive disadvantage 


bo Us, and part of it.is due to the Government taxes. They 


should be under our plan of operation, 
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Ye Is that all you wish to Say about this? Is there 
anything else you can tell the Commission that will assist 
chem in finding out whether there is discrimination between 
these different types of conpany? A. That is all except 
for the fact that we consider the mutual is selling exactly 
what we are selling, 

Q- You can see no distinction? A. NO distinetion 
in their policies, except the refundable feature. 

Q. Are you’ sure that is so? Gan you not really see a 
very great distinction between the method of operation of 
the so-called mutual and the method of the ordinary Straight 
fire insurance companies? 4. There is only one difference, 

Y. You said there was no difference, A. Not as far 
as selling to the public is concerned, in my opinion, 

Die 2 ete there. Ls no difference, there is one thing; 
if there is a difference I eee like to know what it is, 
Pade tics line the stockholdings, in the ownership of the 
company 

BY MR. HAM: 

Q Mr. Forbes, in the first paragraph you mention 
firms and individuals. Firms would be both partnership 
firms and incorporated agencies? fk. » Yes, 

Qe That is one question. Secondly, with respect to 
the point that Mr. Parker wag trying to have you explain 
to the Commission, there are mutuals that assess for losses 
as and when they occur.: That is a fact? Aeon Could not 
Say it is a fact. We don't see them in this country. 

Q- The ones you are concerned about are those who 
have a certain number of assessment members who carry on the 
business, but they sell a non-assessable policy to the 
general public, so that there is one group of insurers who 


are subject to assessment carrying on business, non- 
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assessable business, with the public generally, the sane 
as a joint stock insurer would COLT y Os Is that correct? 
A. Yess 

BY MR. VAUGHAN: 

Ye Where there is a very large loss, is there not a 
reserve set up to meet such a Contingency? That is to Say, 
in respect of refunding the full anount that the insurer 
May be entitled to, is there not a part of that held back to 
form @ reserve to provide for any loss that Ray soceun? 

A. Yes; that is shown by the statements. 

Qe Is not that worked out according to experiences 
so that there will be a sufficient reserve provided for 
such unforeseen losses ag may occur? A Thee Spire 
method, I believe. 

Q. There is provision made for that and an insurer 
would not lose. If he is insured there will be money set 
aside to provide for loss? AV LGSy UOUr Vit Ve ioten oe 
money that is set aside. 

Q- It is retained out of the rebate that would be made 
to him and that is set up as a reserve which the insurer 
Days, sO much in reserve to provide for any abnormal loss 
that may occur? ae Yes, within obhat counting period. 

Oe that is. a-constant FEServe cis 1h snes? 

fhe peer it is made up over a& period of years. 

Beeublh Upson that purpose, and each member has an 
interest in that reserve, and he is entitled to a share of 
that reserve on withdrawing. A. I have never heard of such 
a thing as withdrawing, as far as I know. 

2. The reserves that belong to each individual, I mean, 
If a person is insured he is entitled to that on withdrawing 


from the mutual group? &. I have never heard of anyone 


getting money back from a mutual. 
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Q- There is a reserve there to provide for any ab- 
normal loss which might occur at any time? Pe ei! Gates 

THE CHAIRMAN: Does he get any document evidencing 
what is his share? 

THE WITNESS: No. He gets no evidence to show what 
his share is. He gets a policy that says he is a member, 

MR. HAM: What Mr, Vaughan was speaking about was the 
unearned premium reserve held by the Dominion Government 
in the companies under Dominion licence, calculated on a 
formula that allows the Superintendent to go on the open 
market, if a company goes broke, and buy re-insurance for 
existing policy holders so that they do not suffer by having 
their policy cancelled, 

THE CHATRMAN: It is a reserve in the hands of the 
Government? 

THE WITNESS: Yes, based on a mathematical formula to 
cover the period of the unexpired portion. 

BY MR. ARNASON: 

Q» One sentence in the third paragraph of the brief 
reacs: “We submit that joint stock insurers cannot effect- 
ively compete under tax laws requiring them to pay large 
tax imposts which are not levied against our competitors," 

I wonder whether you have any additional information to give 

tO the Commission which would indicate a little more 

definitely the extent to which, in your opinion, the joint 
stock companies may suffer from this discrimination you 
suggest. jin other words, have you more definite knowledge 
beyond the general submission that there may be discrimination? 
Or shall I put it another way: Do the present operations of 
the joint stock insurers indicate that they are suffering 

from such disability, or are they pretty well holding their 


Own like other insurance companies? A. I cannot answer that 
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that by any comparison. The only thing I can say is that, 
from my experience among insurance agents, they have suffer- 
ed considerably in the last few years.” Lb 1s nov only 166s 
of premium income to mutual insurance companies but also the 
fact that a number of cars have been taken off the road-- 
automobiles. They are losing insurance premiums to the 
mutuals, however, and we believe it is because of the 
promise of dividends, 

BY MR. PARKER: 

Qe Can you give cases where, in your experience or your 
Knowledge, the joint stock companies carried a mantg 
insurance for a time and by reason of more attractive prop- 
osals made by the mutuals you have lost that insurance and 
the man has switched to the mutuals? A. 1 Cannot em 
any instance. 

Q- I am not suggesting that you mention any names, 
but do you know of any companies -- A, B, C, or D -- where 
that has taken place? f&. I know of one corporation that 
took a large line with a mutual company. 

Qe Which had formerly insured with others? he WSoy.< 
formerly insured with a joint stock company. 

Q- Are you in possession of facts that would tell us 
woy he did that? Was it because of a more attractive 
business proposition or because of some personal relation? 
from personal experience, do you know of insurance being 
Switched for reasons other than that of the pure cost of 
premium? You have mentioned a case, Is that what you have 
in mind? A, This one case I have in mind is definitely 
a case where it was switched because there was a promise. 

It was understood that there would be a dividend at the end 


of the policy term. 


Q- That was the motive? A. Yes, definitely, 
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Q. Do you not know of as many cases where insurance 
has been switched from one joint stock company to another 
though the premium was exactly the same? Rae 72055 

Q@. There are many reasons that might prompt a man or 
a firm to change? Aw Nes} and, as you suggest, 4 1GGecr 
them are personal. 

GO. Or by reason of business.connections; it may be 4 
firm in which they may be interested? de) Lees 


Q. In your experience, you cannot give very many cases 


where you found that joint stock companies have lost insur- 


ance by reason of an alleged advantage that the mutuals 
have? A. No, I cannot give very many instances. There 
are not a very large number in Regina. 

Q. There are many millions of insurance carried in 
Wie OPOvING 6? A, dk Lot. of 10 Le controibed thrones: 
eastern brokers. The largest are controlled that way. 

MR. BAYLEY: My name is Bayleys May I ask the witness 
a question? 

MR. PARKER: Will you please tell us who you are, and 
your occupation? 

MR. BAYLEY: I live in the town of Yellow Grass,. but 
strictly speaking I am a farmer. I would like to ask the 
witness this question: Would you favour all insurance 
companies charging the same rate for the same VOLLGY: 

THE WLTNESS: No, I would not. 

MR. B.YLEY: You defeat your purpose, then, don't you? 

THE WITNESS: What purpose? 

MR. BAYLEY: Well, I am thinking of the question of 
switching from one company to another. You say they switch 
because they get a cheaper premium. 

THE VJITNESS: My point is that they are able to give a 


cheaper premium because they are not paying taxes. 
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MR. BaYLEY: Are they taxing mutual companies more than 
others, or is it the other way around? 

THE WITNESS: The mutuals are excmpt under 4 (g) of the 
1neome Tax Act. 

Oe eaviay: T'undérstana Ghat, Guy rel cee cn eee 
company iS on shareholders’ account? 

THE WITNESS: They tax profits. 

MR. BAYLEY: Would you favour all companies writing 
the same kind of contract, putting the same provisions in 
the contract? 

THE WITNESS: You ask me that personally? 

MR. BaYLEY: I am asking you what you would favour? 

THE WITNESS: Personally, I submit that it‘is a very 
highly competitive business. You are asking me a question 
in regard to monopoly. Are you suggesting outright monop- 
oly all the way through -- monopolistic prices? 

Wik. BAYLEY: I am asking you this question: Do you 
Cavour the same type of contracts at the sane rates? ) tan 
is what I am asking you. 


THE WITNESS: I am afraid I cannot answer you. 


MR. BAYLEY: You mean you don't want to answer, 

THE CHATRMAN: That 1s not a question. 

MR. BAYLEY: What is the answer? 

THE WITNESS: I would not favour the same rates. Every 
company should have the right to fix its rates on its own 
basise 

MR. BsYLEY: Would you favour that type of contract, 

THE WITNESS: IL said no, 

MR. BAYLEY: In both cases? 

THE WITNESS: What are the “both" cases? 

MR. BAYLEY: Would you say they should write the same 


provisions in the contract? 
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THE WITNESS: Those beeoe re een by provincial law; 
they must be, 

BY MR. PARKER: 

Qe One other question. Speaking about the amount of 
premiums, is the premium payable into the mutual sometimes 
less than the premium in your straight company? Ae’ Yes, 
that 18 correct. 

ie Le there not aleo'a variation in the anoune of 
premium in the different joint stock companies? A. That 
1s also correct. 

Q. And as a rule the premium demanded by the tariff 
company is higher than the non-tariff company? A. Yes, 
that is true. 

Q.- <aArentt you representing both those companies? You 
Hove DOoun taritr “and noneear ire oameenies in the association? 
meeeO, ved Garifr companies. 

2. Have you in effect the same complaint against the 
non-tariff companies as against the mutuals -- perhaps 
to a lesser degree -- in so far as they outbid you some- 
times on the price they can quote? A. We haventt any 
complaint on account of taxation. ~ 

Q. Does it hurt you any more whether it is by reason 
of taxation or because of something else? Is not the 
effect the same? Ae Yes. 

MR. DEBOTH: Why do people have insurance? 

THE WITNESS: To protect themselves against calamity. 

MR. DEBOTH: Against insecurity? 

THE WITNESS: Yes. 

MR. DEBOTH: If people had real security there would be 
no policies issued. If people had real security, real 


social security, there would be no policies written. 
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THE CHAIRMAN: That is entirely outside our investigat- 
ion. We are dealing with cooperatives. 

MR. DEBOTH: That will come out later on when I present 
my orief. 

BY MR. HAM: 

Q- Would you really know whether it was generally true 
that certain underwriters' premium rates were higher or 
lower than somebody else's, with respect to any particular 
rie’ Tae terms have been naan -- tariff, non-tariff and 
mutual, Generally speaking, would the non-tariff rate 
Ge ower or bieher than the tarirtr?: You woulda pob kro si 70m 
your Own experience? A. Yes, DL dG know eS Ja mavvemor 
LACT. 

MR. FRANCIS: With regard to the Riceton Credit’ Union, 
ies Cneirmean, IT have received no Instructions 21) tis matcer 

/ put I have been asked to request that the Commission treat 
this submission in the same manner as the others. 

THE CHAIRMAN: That is, it is presented but not read, 

MR. PARKER: Is it a member of the Federation? 

MR. FRANCIS: Yese 

THE CHAIRMAN: It might be called and default registered. 

THE REGISTRAR: The Receton District Savings and Credit 
Union, No-one answers, sit. 

THE CHAIRMAN: Default registered. 

MR. PARKER: There is another one, the Riverview, which 
is in the same position. That is also a member of the 
Federation. 

MR. FRANCIS: With regard to the brief submitted by 
Mr. J.C. Burns, he was asked to stand aside to allow some- 
body else to go on, 

MR. PARKER: The next brief is filed by Mr. Deboth. 


Do you wish to give evidence, Mr. Deboth? 
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MR. DEBOTH: 
THE CHATRMAN: 
it there are any 
MR. DEBOTH: 
MR. PARKER: 


MR. DEBCTH: 
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I wish to address the Commission. 

No. you had better go into the box. 
facts you will give them under oath. 
I want the Catholic Bible to swear on. 
What is that? 


This is the King James Version; I want 


the Douay Version. 


MR. PARKER: 
way? 

MR. DEBOTH: 

MR. PARKER: 

MR. DEBOTH: 


Do you objeet to being sworn in the usual 


Yes, On that Bibic,. 
What is wrong with that Bible. 


We Catholics don't believe in that Bible; 


Wwe believe in the other. I am speaking with the unofficial 


approval of His Grace the Archbishop of Regina. 


MR. PARKER: 


THE CHATRMAN: 


What is his unofficial approval? 


We want facts. In the first place, you 


refuse to be Sworn on the Bible? 


MR. DEBOTH: 


Yes. Give me another one, and I will 


gladly swear on it. 


THE CHAIRMAN: 
tell the truth? 


MR. DEBOTH: 


Will you make a solemn declaration to 


YeSe 


Presentation by Mr. Deboth 


BY MR. PARKER: 


QO» Where do you reside? A. Regina. 


Q 


and writer. 


y¢ What is your occupation? A. Student, economist 


Q- «Attending any institution of learning? A. No. 


Q@. Where do 
home. 


Q- How long 


you carry on your studies? A. At my 


have you been solely occupied as a student 
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of economics? Ae Solely? 
Q Yes. &. The majority of my time has been so 


occupied, 

Qe Have you any other vocation, trade or calling? 

i. Yes, any work I can do whereby I can support my wife 
and family. 

Q- During the last five years, state generally in what 
types of work you have been engaged. fi. I have been 
Sharpening tools and implements, planting lawns and putting 
taeerosas ss Thatiic about all. 

Q And during that period, roughly, what proportion 
of time have you been gainfully employed -- that is, 
earning somethinee hei Rearnine 6. divige? 

Qe Yes, earning a living or gainfully employed render- 
ing services for which you were paid. A. In what terms 
do you want it -- in terms of months or weeks? 

Qe <Any way you like. Going back five years, have you 
been employed one year out of five or three months or what? 
Ae My employment was intermittent. 

Qe Approximately. Ae I have never added it together. 

Qe Are you in a position to tell me, at least. 
approximately, whether or not in those five years you have 
been employed One year? A. Two thirds of the time. 

Ge vrousappear here; as-you have stated, .as 4 citizen 
interested in this inquiry? Ayo iiess 

OQ. Qnd-in no other capacity? fis. Yes, Toneavescie 
unot Ffac2 al. approval of His Grace the Archbishop of Regina. 

Q. iL submit that that does not mean anything, but if 
you want to put it on the record it will have to go on. 
ae Ll had occasion to appear before the employer-employee 


relations committee and I had the privilege of saying the 


Same thing. 
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Q. And you wish to present this brief now? A. Yes. 

ie | GED OD with 1% % A. I will read the brief with 
YOUr Dermission: It reads: 

"To the Commission investigating taxation of cooperatives. 
"Gentlemen, 

"The purpose set for your Commission can be divided 
into two parts: taxation and cooperativese 
"Taxation: 

"Why do we need taxes? 

"Taxes today are needed to enable the authorities to do 
for the people those things which they cannot do for then- 
selves. Any increase in these activities of the Government 
must bring with it an increase in taxation. The things 
which the Government does for the people can be divided into 
two parts also, things needed and things wanted. Taxation 
can be reduced only in direct proportion to the ability of 
the people to look after their own needs and wants. The 
greater the number of those who can and do look after their 
own needs and wants the less call on the Government to do for 
them what they cannot do for themselves. In my address to 
the Saskatchewan Commission investigating relations between 
employers and employees, delivered in September, 1943, it 
was pointed out what steps should be taken to improve these 
relations and also the cause of any deterioration in these 
relations. It was mentioned in that brief also how taxes 
can be reduced to the vanishing point. 

*Where that brief treated of the reversal of rights and 
duties this opportunity to address you is a good occasion to 
stress another reversal which must be corrected to re- 
construct order. it is the relationship between needs and 


walits e 


"Today in our western civilization wants are to the fore; 
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they are stressed out of all proportion and are constantly 
increased by every means to influence public thinking, 
while the basic needs get colpletely forgotten. Examples 
galore can be found of people satisfying their wants at the 
cost of their needs. This is a result of disordered 
thinking and a substantial part of our modern disorder which 
must be replaced by order, Where wants are thus ciheahenee 
ly increased and more and more people cannot satisfy them 
by the wages they receive, a constant increase of appeals 
to governments is inescapable. Any increase in importance 
of the needs with a soft pedaling of wants will reflect 
itself in lower taxation and greater satisfaction of the 
Deople. Government agencies, as well as other organizations, 
are doing much to correct this by, giving, publisityito the 
foods needed to maintain health, and thus stressing the 
needs but the most potent way of teaching would be to base 
the wages upon the needs in goods and their prices and 
increase this by a percentage for wants. So far the general 
remarks about taxation. The particular conclusion concern- 
ing taxation as applied to cooperatives follows later, 
"Cooperatives: 

"In the article entitled "Cooperative or Collective! 
I have explained that what today are called cooperatives 
are in reality collectives. The distinction hinges on the 
Aefinition of the word ‘Cooperation 4. 

"The widest usage of the word is in reality the oldest 
and dates back to the time when people, led by clear thinkers 
with very clear-cut definitions, thought in an orderly 
methodical way. 

"The whole of mankind was understood to be one body. 
Every state and nation was a member of that body and under- 


stood that the interest of the whole body (mankind) must 


ies 2, haatt sew ganar 8 ine oa 7 
ocias sie Lait) singe eaoae, 
Baeouge an poporent PeRteays 2 jane 
haces jotp av srwoitodl wae pebiegenneind a = ; 
a uty vainew te pilaa sea ee dr oe 
ce: i wit ay BAS das a Lh, ques sine baba sg hela psi. ; 
Ei pine Mie wedge ol reall ae tenes 7 ae a ol agg | 
, es. aesdin ror gis techy. Aes «bike, $ogtte®, Oe stu ashen A | 
ie ae : ante Pacis eke! ts.» Shani pidtebee at pedson 4 


7: 


Pe, acs eect 93 bt Adana Lataans ppm tagteg FAO. ante” Hed 
| Bei nee 7 é ; ee OTT tig ‘ sian city 4B ¢ why ot arg noge conaw 


grt wet eg come, ie. justraoih ¥ 


Te its mw. tO". © te cy hee EEE a a 
7 f ak PAC - 3 Ma ua 2 i 7 
ei PIS Bik 20) 8, Wedel TE SG Se a aM anna’ tee veal af a 


: ; =o te Piro Pach | ee fa (via ar LS age wane: ee eitgee ‘en wolss: ae oe 


Seite = “ js 3 . 7 
oe - —_ 
> PeCr noe Loy VO Ovi: le tage ne" belesa aes ; slaaiee 6G ar a - 4 
. peice ons bwilee pxK ‘pahod serie; ee’ buatalaxe ext hoe 
| ian Do Welt esfgon Lterb ey ae i goolsae wilews MSs oa 7 


- 


ie ae fnpitemaoo2’, baow tie t0 colder 
pants ont gp rtnes: Oni how od¢ to. egeRe jeebiie.: 


* ; eGo a's oe a ; = : -' 7 4 7 ‘ee " 
ermalee iste . 7.2), ) wa po #1iGG25 Rani < Ale 4 bay. sand ; 
site eae ee 


a -; 
‘a - 
. a ee ‘ , et 1 + 1“ @ fhe 
mivcoine fo 22 TOPO? 4 toto Fd Vee SifO~ te BEM arcs ty: 
s/ a We ree uid i Y a. a ‘ie 
, aw tee 5 ies P is. : 


= 


shai ee aol es 
a BEROY - 91. ot. (ete sehr Ret Ota em. ‘}o ate oe 
2 2a” ogden at tide 
ud 2o.ctupradag snd tate Loads 


Pan : 
a 7 7 . ¥ ~ ny 


o | a Vane Sy, ad i gala | 


if MSU anti ATO 
. a ee 


| f - Sen erase 


Sea ie 
) - Pig rt in 


» an 
Sin Ce : 
ed 

: ‘yu 


B-1632 a) She Mr. Deboth 


come before the seeming or apparent interest of the parte 
Every State again was understood to be composed of members, 
Groups organized according to duties... These groups or 
societies were bodies in which the family was the basic 
unit -- the family like the human body being complete 

with its component parts -- the father, the head, the 
mother the heart, and the She tacos the members. All 
understood that the wellbeing of the whole was more 
important than the seeming good bie tiie part, and this was 
commonly expressed by the term, ‘the common good comes 
firet', ‘This means’ that it was first inmmind before’ their 
Own wishes and desires and then acted upon. 

"This harmonious working concept was completely 
destroyed as a result of the teachings of Adam Smith’ (1776) 
commonly called 'Wealth of Nations't. He stressed the theory 
that when each is looking after his own interest that then 
the common good would automatically result. This selfish 
teaching resulted in the complete eclipse of the common 
good. Less and less attention was paid to it and today the 
concept has become so hazy that a definition of it is in 
order. The common good then must be understood as ‘ta 
sutticiency of the goods of this world for all mankind to 
fio; VeovGheir dutiess" 

"YOU wilh notice’ that in this definition again soods 
are mentioned, not money, and that duties must form the 
basis for the goods needed. This differentiation between 
goods and money is very clearly brought out in study 
material from the University of Saskatchewan Extension 
Department. Ina course of general economics, a clear 
distinction is made between income and real income; wages 
and real wages; prosperity and real prosperity. Income and 


wages refer to amounts of money units, but real income and 
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real wages refer to goods. The same difference occurs in 
definitions of prosperity and real prosperity. But if real 
wages are 'goods' then wages as we have them are not real 
but 'make believe' and income is then tmake believe! 
income, and our prosperity a 'make believe! prosperity. 

The modern unrest is caused by this 'unrealt manoeuvring 
and can only disappear by ‘real wages' which give 'real 
prosperity! and a 'real living'. 

"Coming back now to the old definition of Meg eedery oat 
The old thinkers knew that the living of the people con- 
Sisted of goods and services and was far more important 
than money. They had the peoples real interést at heart, 
but our later, more confused theoreticians thought more 
of money. In the confusion they created the simpler 
folk could not see the distinction and by the time the 
Rochdale pioneers started, the meaning of the term ‘common 
good' was already completely forgotten, and also the 'cersed' 
that life (and the whole of it) may best be ordered not 
by competition of individuals (singly or collectively) 
but by mutual help, by each striving consciously for the 
good of all mankind, and mankind in return caring for each. 
Thus it proposes to replace, among human beings the struggle 
for money by voluntary combination for a good living. 

"You may ask, what harm can be done by mistakenly 
naming collective organizations, cooperatives? 

"First of all, it contributes to the great confusion 
from which we suffer and which only a short while ago was 
declared our greatest danger by both President Roosevelt 
and Prime Minister CAUrs nt Li. 

"Secondly, by thus misnaming a movement by a term 


which, if rightly understood, can bring us victory in peace, 
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we prevent many from searching for the real thing. 

mThirdly, by thus giving the same name to two 
diametrically opposed movements we allow the one to use 
the definition of the other to mislead, even if unintent- 
ionally. 

"Where our so-called cooperatives actually are 
collections of individuals whose first concern is their 
apparent good (money), not the real good of all mankind, 
(a good living for all) and like all other collections of 
individuals as companies, unions, federations, ee. are 
are primarily interested in money (more profit or lower 
prices), there can be no valid reason why they should be 
exempt from any taxation that is imposed on other collect- 
ivese Such minor differences as one vote to one tee 
anc the payment of dividend on shares under the name 
patronage dividend are not sufficient to entitle them to 
such special privileges. But this is in reality a minor 
issue. The major issue is that the use of the name of 4 


beneficient movement is so misused." 


THE CHATRMAN: As far as I am concerned, whatever 
your philosophy may be, I am not disposed to ask you any 
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‘The Commission resumed at 2.15 p. Ms 


MR. PARKER: The next brief will be submitted by 
Mr, Puckering on behalf of the Saskatchewan Flour Millers 


Association. 


CHARLES H. PUCKERING, 
Direcion, 
Saskatchewan Flour Millers 
Association, 
having been duly sworn 
testified as follows: 
DY MR. HODGES : 
Q- You are a Director of the Saskatchewan Flour 
Millers Association? ego) Wal an 
Q. What other position do you occupy?. A. I have 
held past and honorary presidencies. 
Y- You are authorized by the Association to present 
this brief to the Commission? A... am, 
Ge Will youvread it. pléase?. A... Yee... bpudores 
follows: 
To 
The Honourable Mr. Justice Errol M. McDougall, 
Chairman, 
Royal Commission on Co-operatives, 
and Members of the Commission, 
"The following representations are made on behalf 
of the Saskatchewan Flour Millers Associations 
"The Association comprises in its membership the 
owners of Sixty-nine flour mills.operating in the province, 
It does not however include amongst its members the large 
national or international flour milis doing business in the 
province. The daily productive capacity of all the mills 
at present operating in Saskatchewan totals 16,945 barrels 


of flour, each barrel containing 196 pounds. This represents 


about seven times the requirements of the people of this 
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province. The mills represented by this Association are 
either owned by limited companies or individuals. There 
is at the present time the one flour mill which igs operat- 
ed by a cooperative association. That mill is situated 
at Outlook but this Association understands from items 
appearing in the public press that it is the intention to 
establish at the City of Saskatoon a very large cooperative 
mill. | 

"The flour milled at the Outlook plant is distributed 
throughout the province and this comes into eoipesinion Wren 
che businesses carried on by the members of this Association, 

"The members of this Association have no objection to 
business being carried on under a cooperative form, or for 
that matter under any other form, provided however that they 
Make the same contribution to the public treasury as other 
similar businesses are called upon to make, At the present 
time all the members of this Association are subject to very 
heavy taxation but the one mill which is being operated by 
Ube eooperative 13, we understand, not subject 10 texation 
at all and it is assumed that the new mill when established 
at Saskatoon or elsewhere will also be free of taxation. It 
is obvious that where there are two mills operating in the 
Same place, one of which is subject to heavy taxation and 
Piemonierientirely tree. thereof, it can only 06 "a Wappereo. 
time before the one that is subject to taxation will be 
unable to carry on business. By way of illustration the 
following comparison is made between a business organized 
and operated as a joint stock company and a business organized 


and operated as a cooperative. 
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Company organized with investors" Ogoiteal 


Capital | $500,000 


Net profit for year before $60 , 000 
taxation, (standard profit 
established at $35,000) 


Income and Excess profits 
taxes 


OO y 000 
Net profit for distribution $24,500 or 4.85% 
Purchase price for year 

of produce to producer LOGO, 000 


Co-operative 


Capital - Undistributed 
surplus accumulated 900 , 000 


Surplus after paying expenses 
and producer produce same 
Drive as Co. 60,000 


Paid to producers for 
produce 1,000,000 


Paid to producers ag 
dividends 12% on capital 


"Upon the above figures it is quite clear that the 
cooperative could reduce its surplus or prorit from 
$60,000 to $30,000 and could pay by way of patronage 
dividends 6 per cent to its members, and if it were to 
adopt this course its competitor, in order to meet that 
competition would sustain a loss of a little over 1 per 
cent and it would only be a matter of time before the Company 
would have to close down or continue on some other basis. 

"It is true that the Company paying taxes will be en- 
titled to be reimbursed after the war for some portion 
thereof but that fact does not alter the present. situation. 


/ 
"With the increase of cooperative concerns carrying 
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on business in direct competition with similar businesses 
carried on under the old system, only one thing can happen 
anda that is that the business, in order to survive, will 
MAVe. +O, cerry on, ona cooperative basis with the result 
that the State will derive no revenue whatever unless some 
change is made in the taxation statutes. It is doubtful 
whether the present legislation exempts the cooperatives 
now in operation but up to the present time we understand 
that no taxation has been imposed upon them. 

"Quite recently the Wheat Pool, which is the largest 
cooperative organization functioning in this province, re- 
duced the handling charges for grains passing through the 
elevators. In so far as the members of this Association 
are concerned that had the effect of increasing the price 
of grain to them, thereby increasing the cost of producing 
syberrellof Tlour by at least. LO cents, a’ barrel. 

"Owing to the existence of the ceiling price on the 
selling price of flour the members of this Association have 
tO absorb the additional expenditure and cannot pass it 
or any portion of it along to the customer as under ordinary 
conditions they would have been able to do, 

"Experience has shown that in order to enter into 
competition with existing businesses the cooperatives 
must in certain cases be able to make use of very large sums 
of money. The ordinary individual who decides to go into 
business raises that money in many cases by incorporating 
a company and issuing shares. The cooperative raises the 
money by way of deductions from the atiounts which would 
otherwise be payable to its members. It is submitted that 
the moneys ee by the cooperatives in that way and 
invested in plants to enable them to carry on business is 


just as much a capital investment as that made by the joint 
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stock company under the present method. The cooperative 
makes profits in the same way as the joint stock company 

and those profits can only be made by the use of the capital 
investment in the plant and without that investment it 

could not be made. Such earnings ought therefore to be 
treated in the same way as the earnings of a joint stock 
company e 

"The businesses carried on in this province have 
been particularly hard hit by the present Statutes owing 
to the fact that at the time those Statutes went into 
effect business had been at a low ebb for some years owing 
to the depression. In addition to the depression which 
affected the world generally the position in this province 
was greatly aggravated and the period of depression ex- 
tended by reason of the unprecedented drought. As a result 
the standard profit for businesses operating in this 
province was fixed at a lower amount than those businesses 
which were not affected to the game extent. It is also 
to be observed that owing to the low standard of profits 
eee is quite impossible for any of the present 
concerns ws expand their business or even recover any of 
the losses sustained during the depression, while on the 
other hand the cooperatives are not so handicapped. The 
effect is that businesses other than cooperatives are pay- 
ing a heavy tribute towards the cost of the war whilst 
the cooveratives are able to take advantage of a situation 
created by war, the winning of which is as vital to them 
as it is to the rest of us. 

"The freedom from taxation which the cooperatives at 
present enjoy constitutes in our opinion a subsidy. That 
subsidy is being contributed to by the tax payers generally. 
Included amongst those tax payers are the members of our 


Association and we therefore are in the position of con- 
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tributing moneys which are in effect being used by the co- 
operatives to put us out of business. In other words we 
are furnishing our competitors with the sinews of war. 

"We wish respectfully to submit the following general 
principle which should be given consideration in recommend- 
ing changes in the applications of the Income War Tax and 
Excess Profits Tax laws in relation to cooperatives: 

"That all cooperative organizations carrying on 
business in competition with businesses which are liable 
to taxation should be taxed in the same way. 

"All of which is respectfully submitted. 

“Dewed. at the City of Regina, in the Province of 
pbaskatchewan, this 2érd day of January, A. D., 1945, 

Saskatchewan Flour Millers Association 


Per: Bud. ALTE oie 
President 


Per: P. Fisher 
Secretary." 
BY MR. HODGES: 

oy 928 there anything further you would tierra aad 
to the brief you have just read? A. There is one point 
I would like to emphasize. In connection with all flour 
willime eecivity in this country, we feel that. there 1874 
double subsidy applicable in view of the fact that the re- 
duction in grain handling charges instituted by the pool 
cooperatives has made it necessary for the milling industry 
to compete with them and reduce their handling charges which 
we all know are below cost. Consequently we lose the milling 
profit, the normal profit that would accrue from the handling 
of grain, whether it was further milled or shipped, and it 
does become a double loss to the milling industry generally 


by reason of the attitude of the cooperative associations in 
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the matter of this reduction. I think that is all I would 
care to adds 
BY MR. PARKER: 

Q- How do you relate that loss to which you have just 
referred to the question of taxation? A. In this way. 
All four mills are also, in most instances at least that 
i know of, erain handlers, They buy grain not only for 
immeciate needs but for shipping. Grain handling has been 
a profitable business. 

Qe Isn't that a See department from flour 
milling? As \Yes, but 1b is carricd on im conjunc pie 
With most mills. 

Q. If it as not profitable why continue ite 
A. Because the mill requires that grain and must maintain 
its customers in order to continue in the years to come. 
We feel we cannot afford to lose those customers, 

oO. (OD peso Tour vou say: “aes result the standard 
profit for busihesses operating in this province was fixed 
at a lower amount than all those businesses which were 
not affected to the same extent." I do not follow what 
Couseres driving at. ~ A, j7 can exp] sin uhap. ) Moet 
Saskatchewan businesses were very much in the red for many 
years prior to the period when the earnings of ace companies 
hac. somewhat recovered from the general depression. We in 
Saskatchewan suffered for a continued period beyond the 
rest of Canada. 

Q. Was not that taken into consideration in fixing 
your standard profits? A. To a small degree but not to - 
the extent we think it should. 

Q. Not to the degree that you thought it should be, 
but was not the principle recognized? Ay ees 


Q. In an attempt to equalize the difference? A. Yes. 
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Q@» On the first page you say: "The daily product- 
ive capacity of all the mills at present operating in 
Saskatchewan totals 16,945 barrels of flour, each barrel 
containing 196 pounds." Do you exclude the national 
or international flour mills that you have mentioned 
above? Ae No. 

ae LOUTINGIude those? A. Yes. Those are the 
latest Government figures. 

QQ On the second page you draw a conclusion *....it 
can only be a matter of time before the one that is subject 
tO taxation will be unable to carry on business.” TI have 
asked this question of a number of witnesses heretofore 
ane J would dike to have your, explanation: "ii hav Te veo, 
why is it that you do not change over to cooperative 
methods of doing business if it is so simple? What object- 
10n is there to it? A. That may be a personal matter 
in that most owners of businesses feel a pride and pleasure 
in the operation of their business and do not wish to share 
responsibility or returns or general administration of the 
business. People are so constituted that they sometimes 
like to operate under their own responsibility rather than 
that of a group or societye 

Q. Do you think the question of taxation should be 
regarded by the proper authorities in such a light as to 
gratify personal pride of that kind? Ae NEE, LOO 

Q. Further down on page two, after the tabulation 
of figures, you say: “Upon the above figures it is quite 
clear that the cooperative could reduce its surplus or 
profit from $60,000 to $30,000 and could pay by way of 
patronage dividends 6 per cent to its mombers....." 


Its surplus or profit. Do you consider them the same thing? 
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Qe “...eand if it were to adopt this course its 
competitor, in order to meet that competition, would 
eusuaat @ Loss"or 4 little over 1 per cent. ..e.." How 
Go "YOu arrive at that 1 per cent? A. Under the excess 
and standard income profits of the organized company as 
first classified, they would have an annual earning of 
4.3 per cent as compared with 12 per cent under the co- 
operative method of doing business. If the cooperative 
Visiec "Vo Cu prices and Still earn 6 per ceny, the cvendere 
Gompery, sO compete, Nas”a Loss of 1.0 per cent. They 
would have a straight loss. 

ee feo, oun Ol whet Teor that 6 per Cenvicdoge neon 
represent interest on capital but the balance of the price 
on the raw product. KS BUGS 1G Vs Surplus. Over VCost..on 
production which the other people would not have, and when 
you haven't got something you can't make it up. 

ae 2a Ss how you work.it, ouuT Ae Yeo 

BY Wi, “HLL LOM: 

Opt “am Not elear on that.) If*prices were lowered, cc 
much that the cooperative had $30,000 less surplus or 
profit, a similar private company would also have $30,000 
less surplus or profit selling at the same price. A. YeS. 

Q- And that would affect income taxes paid? fia ORs 
The ordinary milling company would find it necessary to | 
compete with its counterpart, the cooperative milling 
company, and I don't think they could afford to reduce their 
prices very much because milling prices are very close to 
cost. There is a very small margin in flour milling. It is 
a matter of volume. 

Qe You assume $60,000? A. Yes. I think the mill 
would in some manner havé to try to compete and make that 


profit or very close to it no matter if they had to compete 
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against a lower priced product. Let us assume they would 
continue to make a profit large enough. 

Q. Say $50,000, having to meet their competitor's 
price’ Ae Yes. Then, of course, their income tax would 
be reduced, 

Q.- But it would be Sr le reduced because they 
would not have to pay excess profits at all’ As. Ges, ot 
the same factor -enters into it and it would come to a point 
where they would lose. 

Q. if they were making no profits at all they would 
pay no tax? Awe Peis, Bee eventually, to compete, 
they had a loss the cooperative association could still be 
Making a profit. 

Q. Can you make that clear to me? A. Let us 
assume that the two companies similarly set up have operat- 
ed in business for the year 1944, and competition has been 
keen and prices have eas cut; and let us say the cooperat- 
ive makes 2 per cent. 

3. Or $60,000, as you have it here? A. Well, that 
would leave the other, on the same basis, making $60,000. 

Q. Then say $30,000. A. Yes, and the other company 
makes $30,000. I don't know what their tax would be on the 

asis of $50,000. 

Q. Bring it down to nothing at all. They cut prices 
so much that the private concern makes no profits; they get 
$60,000 less revenye, with the Same expenses, and the co- 
operative does the same. A, Then there is no difference. 
There igs no opportunity to accumulate funds for further 
expansion or curtailing or cutting prices. 

Q. Then all you have done is to have zero profits in 
each case? A. No. In zero profit there is no loss, but 


the cooperative could make a profit, paying no income taxke 
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Q- In the case of zero profits the corporation -- 
a. Ll am not referring to zero profits in that case, 

We ouvare referring to $30 0002 Aw dieaiolnac. car 
any Sum. Jt say there could be a profit in both instances. 
Let us say that in both instances it was the same; the co- 
operative could be in the black and the private company in 

Ne reds 

Qe But taxation would diminish as you got nearer and 
nearer to the red until, at a point just before you got into 
the red, the .tax would be zero, and in both cases the two, 
it seems to me, would be in the same position? 
hep think you are rieht there. But there is a point 
under normal profits where there would be a loss for one 
and a profit for the other. 

THE CHATRMAN: If you do not make’ profits and the co- 
operative does not, neither is taxable? 

THe WITNESS: . That is right. 

Tus CHATRMAN: But your contention is thet the situation 
of the cooperatives gives them a better chance of making 
a profit and-a reserve than you have at the present time? 

THE WITNESS: Yes. 

THE CHAIRMAN: That is your contention? 

THE WITNESS: Yes. This was not mentioned in the brief, 
but let us assume that this particular situation exists 
four years and we run into a year like 1935 on the prairies, 
which was a ghastly year for the milling industry. After 
four years, if they did not distribute, the cooperatives 
would have $240,000 as a cushion and there would be a 
considerably thinner cushion for private industry to fall 
One 


THE CHAIRMAN: That is, you have not the same opportunity 


to build up reserves? 
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THE WITNESS: No, nor to expand or anything else. 
BY MR. PARKER: 

Qe That is the whole argument. Let us put it another 
wWaye Take two sets of figures. You say that, each hav- 
ing a capital of $500,000, under the present set-up you are 
allowed to carn 4.85 per cent and they are allowed to earn 
Peeper Cent. aS, SThabte is ieee |) novi aaver lo Or ee 
improvement over the private corporation. 

Qe ‘nat is of course only on the assumption that the 
two are the same kind of animal so to speak. That is where 
the whole question comes in. A&A. We are opposing it on 
that ground. 

{4 j.aAnd if your assumptions are wrong the conclusion 
1S wrong? fie Ses. 

Qe You are pretty well acquainted with the amount of 
business done by the various mills which comprise your 
association? A. I think so,:Mr. Arnason. 

Qe Would you say that during the last three years 
their volume of business has increased by a considerable 
amount? A. Yes, in domestic business, the total amount, 

42 Following that up, would you say that as a recone 
of that increased volume of business their profits before 
taxation have also increased? Ae YeOSe 

Q» It has been stated by several witnesses who have 
appeared before the Commission that in view of the increased 
volume of business which has taken place during the last 
three years, and the resulting increase in the profits 
before arriving at taxable income, the net result has been 
to provide larger profits for various types of business 
even after they have paid taxation at the high rates which 


now prevail. Their net position has improved because of 
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increased volume of business in spite of taxation. Would 
you say that was correct with regard to the members of your 
association? A. Not generally speaking, no, but I know 
of two or three cases where it is correct. 

G°  10u have figures? You know of that vou fave de- 
tailed information? A&A. No, only from conversations with 
managerse 

Q- Following that a little further, in the example 
that you give on page two, in the case of a privately 
Owned company the net profit for distribution after taxat- 
10n i8 4,85 per cent? he i Les, 

Xe Do you think that the illustrations might be 
modified by other factors which prevail generally? First 
Of all, in the case of the cooperative, the surplus is 
distributed in’ proportion to purchases, and if that is the 
case the ability of the members to pay taxes is thereby 
mocreased, What 1 am driving .at is this. | While an one 
case the corporation pays income tax which leaves 4.85 per «¢ 
cent of profit and the other has a surplus which makes it 
Possible to distribute 12 per cent dividend, do you think 
there could be any net loss in revenue to the national 
treasury if the recipients of the 12 per cent dividend were 
required to pay taxes on it as individuals? I am speaking 
of the public interest and the public treasury generally. 
me 1 would not know, but I think so. I think the pupae 
treasury would suffer. I cannot answer specifically. 

Q- iI do not want to press this if you feel you cannot 
answer ite A. I don't think I am qualified to answer that. 

BY MR. PARKER: 

Q. I presume the answer would be that it would depend 

on the terms on which the individual recipients were paying’ 


I think the treasury would suffer, but I would not like 


tLe 


vine 


eee ‘tan fale 


B-1648 


-1648- Mr. Puckering 


to say. 
BY MR. ELLIOTT: 

Qe You seemed a little reluctant to face the gloony 
prospect where all profits had disappeared. foe) OC On 
Poe oo Uaink of +t. 

Ye Gan you tell me whether all the mills you re- 
present have in each year actually had to pay income or 
excess profits taxes? fee (NO, 7 cOULd HOt Say. Bl ihe 
mills I represent were in the red classification for a good 
many years, in the 30's. When they make profits they do 
not talk about them as volubly as when they make losses. 

% One other point. The cooperative institutions, 
presumably, have already accumulated substantial reserves 
in many cases? A. That is the point which the milis 
fecl is a dangerous thing so far as their future 46 concerned. 

Qe. Ou are afraid they might do as you suggest on 
page two, lower prices and use that reserve to give the 


A 


private mills very serious competition? Ae. We look to 
GGeav as a very definite possibility. 

Q- How would the application of excess profits and 
income taxes, starting from now, improve your situation? 
a. I think perhaps, as it affects our business, the great- 
est damage has been done in the accumulation of these 
tremendous reserves. However, it would make competition 


on the basis of worth and efficiency more equal in the future. 


BY MR. ARNASON: 


Q- May I ask a question on a minor point with reference 
to something that appears on page three. You say: "The 
cooperative raises the money by way of deductions from the 
amounts which would otherwise be payable to its members." 
tL presume you refer to deferred dividends? A. Yes. That 


is their working capital, expansion capital, in our opinion. 
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Q. I presume you meant to indicate that that is one 
way whereby they accumulate working capital, because it 
has been intimated by other witnesses that when new enter- 
prises are started or purchased by cooperatives, ina 
number of instances -- a good many of them as a matter 
of fact -- they are financed by new subscriptions of capital 
by the members. That is the reason why I suggest you 
meant that this is one method whereby it could be done. 

You did not mean to imply thet it was the only one? 
A. No. 

MR. VAUGHAN: If profits were reduced to zero the 
Government would lose 35,000, so far as the corporation 
78 concerned, and the rates that would apply to cooperative 
members might be SO low that what would be received would 
mot equal that part of the $24,000 of neb profit Tor ais-= 
tribution which the sharsholders of the corporation would 
pay in taxes. 

MR. J. H. WESSON: My name is Wesson, of the Saskatchewan 
Poor.  Uur Counsel, Mr. Milliken, 2s oti Ais usoawe 
the moment and I would like to ask the witness a question 
for purposes of clarification. Have 1 your permission, 

Mr. Chairman? 

THE CHATRMAN: You have. 

MR. WESSON: Did I understand you to say that when the 
pools reduce handling charges on grain, to meet that com- 
petition you are forced to operate at less than cost? Did 
you say that? 

ie WITNESS: 2 did. 

MR. WESSON: Did you also say that the only way the 
pools could operate on this basis would be to draw on re- 
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THE WIINESS: E don!t know that I said that, but I 
believe it. 

MR. WESSON: You believe that? 

THE WITNESS: Yes. 

THE CHATRMAN: Does that dispose of the case? 

MR. PARKER: That completes the list of cases with 
the exception of the one set down for tomorrow morning. 

MR. FRANCIS: There is one small matter which I take the 
liberty of bringing up before the adjournment, Mr.Chairman, 
inasmuch as your Lordship has shown considerable interest 
in it. It might be well to have a report on it. I believe 
my learned friend Mr. Thorvaldson has availed himself of the 
privilege of dealing with the Sherwood Co-operative. 

THE CHATRMAN: Will you give him an honorary membership? 

MR. FRANCIS: With pleasure. Mr. Rankin and his assoc- 
iates felt that since Mr. Thorvaldson was a stranger in our 
midst he should be persuaded if possible to make application. 
He has Signed the application, but under the by-laws the 
directors have to deal with it. Mr. Rankin is recommending 
to the Board that they accept the application, and in the 
meantime we are giving him an interim receipte. His number is 
4349 and I have great pleasure in tendering this honorary 
membership to him. 

MR. THORVALDSON: Mr. Chairman and Mr. Francis, I have 
much pleasure indeed in accepting this membership, and lL 
would take this opportunity of bringing to the notice of 
ths eastern members of the Commission this small token of 
the hospitality of the people of western Canada to visitors 
from other parts of the country. 

The Commission thereupon adjourned to meet on 
Saturday, February 3, at 9.50 a, Mm. 
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§B-1651 16514 Regina, 
Saturday, 
February 35, 1945. 


The Commission met at 9.30 o'clock, Mr. Justice 


MeDougall presiding. 
ixamination C. T. Gooding resumed: 


BY MR. PARKER: 
Qe You are still under oath, Mr. Gooding? hse YOSs 
Y In order that we may pick up where we left off a 
couple of days ago, have you your brief in front of you? 
tie YOSs 
Q.- Let us begin at the start. There are one or two 
questions I want to clear up. On page two you say that in 
carrying out its purposes “the association acts in the 
Capacity of agent for its members and thus makes neither 
income nor profit as an association." In addition to the 
business you carry on as agent for the members, do you 
buy and sell any commodities outright? A. No. We do 
not buy and sell any produce at all. 
ie) Ou nerTiner puy ior vee lly fie No. 
Qe You sell the products which are Celivered Go 7ou. 
A. Yes, but we don't buy. 
BY MR. VAUGHN: 
os You buy supplies? A eae 
BY MR. PARKER: 
¥. Merely supplies for carrying on the business of the 
association? Aj. Yes, for operating the business. 
9%. and you pay for them out of what’? Ae Out oF ths 
general funds of the association. 
Q. Or the funds of the members? i. Well, the 
association of course is owned by the members. 


Q. They are members of the association? A. YO@Se 
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Q. Do you make any distinction in your thinking or in 
your activities between the association and the individual 
members thereor? A. Would you mind saying that again? 

Q. ih your. thinking and in the cerrying on of your 
activities do you make any distinction between the corporate 


entity, the association, and the individual members? 
Q. They are separate and distinct in every respect? 


Q. In the second paragraph on page two you say: 
Missethe association in, its. capacity, as agent follows) tie 
practice of making two payments to its members: (a) an 
initial payment when the product is delivered and (b) 

a final payment when the product has been ultimately dis- 
posed of.t On what principle do you arrive at the amount 
of the initial payment? A. The answer to that question 
is that the trade generally recognize the price of cream, 
we will say, as the market price. We from time to time 
Gecide wheter. the market, price is the price we Can Te- 
coghnize as the initial price. If the market price is in 
our opinion satisfactory as an initial price, then that is 
the price we pay. In common parlance, we use the term 
market. prices 

Q. You use your best judgment, try to follow the market, 
and estimate what is a safe price to pay, believing you have 
left a surficient margin to teke cars, Of.a)), netescar 
expenses and reserves and have a little left over. That is 
what you try to do? Ae -1O8s 

BY MR. ELLIOTT: 

Q.Your decision whether the market price is satisfactory 

to you is influenced by the amount of payments you expect to 


make in that year from the revolving fund? A. Yes. We 
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wey CO Resp it in a-+safé position; 

Q- «and you take into account the amount which in the 
ordinary course of events you have to pay out? As os. 

Q- Is it influenced by the prospect of purchasing 
additional property? fi. Would you mind repeating that? 

Qe. Is your decision whether the market price is a 
satisfactory price for your initial payment influenced 
by the prospect of purchasing additional property? 
fe DeLinI telly note no. 

BY MR. PARKER: 
9. Have you had in contemplation the purchasing of 
additional new equipment? Would you make the initial 
payment less in order to provide capital for those expenses? 
i LT Could not answer directly yes orn, utile doubis vary 
much whether we would ever adopt a policy of paying an init- 
ial price to the producer on the basis of building up re~ 
serves for expansion. It never has been done. 
oO. Ip is net a facterlin tine the nities price? 
i. Not at the present time. 

on At what time in each year do you make your decision 
as to what the initial payment will be? Is that done 
yearly? A. Yes. We close our books at the end of the 
calendar year, December 3l. 

9. On page two you say: "That the total payment to 
members represents the entire price received for eee produce 
less only the cost of operating and conducting the business 
of the association.” In "the cost of operating and conducting 
the business" do you include the necessary reserves which you 
set aside? Ae NOY 

9. Would it not follow, then, that if you only deduct- 
ed cost of operating and conducting the business of the 


essociation, and did not deduct any reserves, the capital 


) | Seca ualyeien’ As | Ss 
a s » See yee eo ae ahha 30 asta 


i. ea 
beaes dati ie! Ser sone ea id a ed ay 
omar seem 


ihe 
~ 
- 


nai A). 
aaa Naor 
¥ te he 


r 
Un | 


oo hates awl Pe ae 


x - aly 


wake creda 


oan 


Sng ey a inh 7 Leger y Seegs Otc ee Jpaqsong we 
ye : A TIL ¥ teal tele ae 


Baw S Hoc’ ir Leta nbrsie in ig) Epes re 


i rey vf ' 5 Tee : ‘ “4 FT ity Fyseon +. ein iy 


Baad i Be Oh DCG a" te | Lic wi teal er 


7 Mid ‘1 


Phy aa i Pre BA Ws ee wi? of SB nng inky AS a 


tev Hi 


farw of 65 
ony [pe ey 


io bneise 


' 


; sha ‘Wt 2 a 


ape! Site y ‘ = iu: Uae “is ; = : = waa “ies f ‘ [ } rs ae . io" ‘Be ot Vig J ae 


5 . 3 ' at i f . or oes A 


Mad ba { j nyt Mees ult te es a ie (eave ‘ ons “i Als 
bart) BO iG RE eae, igs i O68. Phd ci 4 


i 3 : s : 


Lead aan ee a rs : 
HF. €o0: ot od P : = ; a ene, a Tie OTToe- pee ae Aes ae 20 oo ape fie 


Riel ts 


-1654- Mr. Gooding 


could not grow? 4. That is correct, unless the amount 
earned in any one year is sreater than the liability to pay 
cut for the preceding yeare 

ye How does the association earn money? os We do 
not earn money as such. 

Q- I was using your own words, ive AS @ COmmon tern 
we use the word “earnings", but after disposal of the goods 
at the end of the year then we credit to our members any 
undistributed balance over and above the initial price 
which was paid at the time of the delivery of the goods; 

Qe and that is credited in these pass books to the 
members? fie That 1s correct. 

%- You have nothing in your accounts under the heading 
of reserves as such? Aas “hee ie right. At the ehd of the 
year, as the directors close-the books, we credit the total 
emnount in the pass books of the members and start another year. 


Qe There is nothing in your accounts headed "Reserves"? 


as such? It is consolidated in these pass books? 


Q. Every cent you have over and above what is paid 
out? fin Yes. 
Qe On what principle do you act in deciding how much 
you should pay out and how much you should hold ag represent- 
ed in the pass books. A. The principle venga od at by 
the manner of paying out the final payment. 
Qe You have furnished us with a sample of the pass books 
you use. Each member has one of these and at any time it 
will show what I think I can call his -- &. Call it equity. 
Qe. ~> undetormined share of the tobalY AS Bpie nop 
undetermined. 


Q- It would be stated in so many dollars representing 
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the value of his share in the total assets of the association?‘ 


te is COLLars. 


AL 


THE CHalRMAN: and the total of these would be your 


‘net worth? 


THE WITNESS: With the exception of a small item 
known as the organization fund, which is the membership 
fee. The membership fee is shown in the net worth, which 
1S not credited in the pass books. 

THE CHATRM.N: The total credits in the pass books 
represent the total on hand as having been received from 
sales? 

THE WITNESS: Yes. 

BY MR. PiiRKER: 

Qe Can you tell me generally, over the last four or 
five years, whether the sum-total of these pass books has 
been 1lnereasing? i Ot ayes. 

ie HUuLoe repidly? fie Reasonably so. 

Q« I do not want information that is unnecessary to 
the Commission, or which will unnecessarily pry into your 
private affairs, but in general terms. Ae Qk Could 
explain it in this way, In 1927 we started the associat- 
jon with nothing -- no moneys whatever. Obviously for 
the first year or so our earnings were not particularly 
large. They have shown, however, 4 Nee ely increase ever 
Sincs, and to give you that information T will read -- 

Qe Perhaps you will give the figures. 4. I cannot 
eivo you anythine going back before 19468. I hayes a3 
compiled after 1938 and the total we had credited to our 
members at that time was $194,856.88. That is the accunaulat- 
ion of the earnings. 

Q@. Up until that time? &. Yes, from 1927 to 1958, 


¥. It does not represent what they got for that 
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particular year? hw Nog 

Q% It is an accumulation to that date? iis «=XOSs 
The next year, 1939, we had only increased the net worth 
ply SO 7% 

Qe Give the total in each year. ie In 1939 the 
total was $197,854.13. 

Qe And in 1940? i. That means,that our earnings 
Or initial price paid was’ so close to the final settle— 
ment that there was only $11,567. 

Q- In addition to that had you paid anything in 
actual cash? A. Not that year. I see what you mean. 

I ean tell you that later, 

ie Perhaps you can finish with: these stabistics 
firet, 

MR. MILLIKEN: I understood you to say that it was 
$194,000 in 1938 and $197,000 in 1939, and you spoke of 
an increase of $11,000. 

THE CHAIRMAN: There is a.difference of only $3,000 
PHers's 

BY MR. PARKER* 

Qe Forget the increase and give the totals and it 
will be obvious what the increase was in each case. 

A. In 1940 it had increased to a net worth of $222,272, 

Q. How much came out of the spout that year? 

Mee pout Oeil, Tn 19415 the ee worth was $260,064.32 and 
we paid out that year $16,284.91. In 1942 our net worth 
was $384,209.74 and we paid $36,142.68. In 1943 the net 
worth was $545,855.01 and we paid $21,860.72. That is 
Since 1938. The 1944 account has not been audited. If you 
wish to have the unofficial figures -- 

Qe Well, give us those. i. It is not audited. 


9. They will be approximately correct? Ls YOSe6 
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Our revolving door commenced in 1956, which was eight years 
after the organization started. In other words, we had 
accumulated sufficient funds which we had on hand to operate 
the business so that we could take care of our most sacred 
liability, and we commenced paying to the members each year 
the amount of money they had carned those years previously. 
Our net worth is allocated in sach menber'ts pass book so 
that your suggestion that our net worth does not grow to 
any extent once the door revolves is correct, though at 
tines our Carnings may be greater than the amount being 
paid out while in another period of years that would be re- 
versed and the net worth would decrease, 

Qe Up one year and down another? duel Oe 

Ye Will you give us the unofficial fimuvres For the 
last year? iis S800. 000, 

Ye And you paid out how much? A. $25,000. 

ae During that period, 18 1t fair or is 2G croswc 
say that the producers who have been shipping milk and cream 
be Voumare posh recelvine by Way aor Tnitiel ang faviad 
paynent the ordinary market price the same as producers in 
the same area would be receiving from independent dairies? 
a LOS » 

Ye So that having received the same price as the 
independents, speaking generally -- of course, I know there 
are fluctuations; there is no doubt about that -- is it 
fair to sum it up this way, that during that period your 
association had been able to build up what we might call 


working capital or money at your disposal to operate the 


business with the figures you have just given? As -YOR, 
De Le thet a fair way tour aa: As OF 885 ~ «Le 


round figures, we paid out $182,000 to the members since the 


aoor started revolving. 
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Q. Is that in addition to what you have stated as a 
fair market price? Ae Yes. There have been times when 
we have not found it possible to follow the market price, 
but it has been very seldom. 

Q But speaking generally, that is substantially true’? 
ie Yes. There are times when there is a little trade war 
for a few weeks, but that is the only time. 

Y I am speaking generally. Ae Yes? thas is 
Correct. 

Wow VO you Tile. inoome tax returns? Ae NOs 

Qe You never have? ties) ATOMS 

BY MR, BLLLOTT: 

®-« Why did you decide on an eight-year. revolving fund 
for one set of shippers and six for another? pS UP amana EAesieeated omy 
explain it in this way. Our first job, of course, was to 
set our organization in a position where we were sufficient- 
ly liquid, where we could carry on our business with our 
own money, with the members’ money, so that we would 
Hever be borrowing, Our liabilities had ceased to exist 
other than our accounts payable and so on, and we accepted 
the responsibility of having sufficient funds on hend to 
meet our liability to our members in the revolving door 
plan, whereby we recognized the amount of money which we had 
to pay out to them, having in mind the fact that we might 
run into some years where the carnings or undistributed 
portion would not be very great, so that we had to have 
sufficient money on hand to take care of all our obligations 
at that time. We found that after eight years -- that was the 
decision of the directors -- we were in a position to start 
paying out funds without having any financial. embarrassment 
in the future. 


Ss. And you decided upon ap eight-year plan for one set 
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of shippers and six for the others? A. Yes. The cream 
shipper earnings are not ag great as the milk shipper 
earnings anc therefore it was unnecessary, in order to 
soundly finance: the cream shipper members't business, to 
hold money for any further length of time than six years. 
In other words, the general over-all financial position 
was such that when we started the milk shipper door on the 
basis of eight years we could carry the cream Shippers Cale 4 
years. The cream shipper, remember, did not participate in 
the membership of the association until two years after the 
milk producers had started organization. In other words, 
we started in 1927 as milk producers and invited the cream 
producers in 1929, 

Q. Is there any relationship between the amounts re- 
tained from milk shippers, as compared with the amount re- 
tained from the cream shippers, and the relative investment 
required for handling milk on the one hand and cream on the 
other? i. No. We have not set aside any definite ratio 
in that regard. We have to sell each section's goods on 
the basis of the market available, and the funds so derived 
are oredited to that particular section. We have found in 
some years that the cream shipper member has not been enjoy- 
ine ths carnings that the milk producer has because he hag 
certain other markets at his disposal. 

THE CHatTRMAN: Are the two sections segregated? 

THE WITNESS: YeSa 

‘aba MR. PARKER: 

Q. The figures you have given us represent all 
sections? ine YOSe 

9. I take it that when this association was started 
it had in mind handling only fluid milk? A. In practice, 


yes; but I am not so sure that it is correct to say we were 
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not thinking about other things. 

2+ But your primary purpose was to get into the 
fluid milk business? As ‘Yoss Gist is rigay. 

ye 1 notite on page two you say: "in its inigiel 
Stages the association was engaged in the arketing of 
fluid milk only but as it developed it accepted cream 
shipper members as well and is now engaged not only in the 
distribution of fluid milk but in the manufacture of. 
butter, cheese and dried milk powder.” That suggests a 
considerable departure from the original purpose for which 
the association was incorporated. aye THe is not 
Correcvs 

‘4. YOu contend that it is a natural growth and develop- 
ment im the handling of dairy products of all kinds? 
ney Yes, 

Q. But you make no distinctiong in your thinking and 
in the conduct of your business, between the handling of 
primary products like milk, and possibly eream, which is a- 
primary product in a sense, and the manufacturing process 
whereby you produce butter and cheese, which products re- 
Q@u38e & 00d deal of equipment. You make no distinction 


between those forms of operation in your approach to the 


sub ject? io That ls pather a diftioeult question to 
answer. However, 1 will explain it in this way. We 


recognized, the moment we started operations in 1927, 

that we would have to purchase some equipment in order to 
eO-IntoO certein lines of endeavour, and our Tires. idea, 

which became a matter of practice eighteen months afterwards, 
Was to dry milky and so, with the proceeds of our’ first 
earnings, we purchased a dried-milk machine. At that time 
there was no market for dried milk. It was to a large 


7) 


extent being wasted, going down the sewer -- that is skimmed 
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milk, So that while you can say that we have developed 
markets considerably, it is not out of line with what we 
contemplated at the commencement of our operations.’ 
TEE CHATRMAN: You save a by-product? 
THE WITNESS: Yes. 
a Mik PR 
m Whet DT was thinking oriwas tive. Tiles alco 


operative association that started out, I assume, primarily 


[WJ 
(@) 
@M 
ci 
Oo 

/ 


tO Go something of servi a certain group of farmers? 
War LES 

Ye Well, have you not departed some distance from 
that purpose when you start to buy creameries in other 
sections and to enlarge in this direction and that, extend- 
ang the area of your operations, consolidating, and so on? 
ive Looks like new trade. How did’that all come abou? 


I would add one thing more: It does not render additional 


Service to this original group of farmers, does it? 
fa oe 2S the wiole point, <1 doses, 

}. Explain in what way. ae The original member- 
Ship of the milk shipper section was 250, and, that was not 
what we would term an economic unit. 

ye Would it not be economical in the Handling of Gis 
product of those two hundred and fifty if you remained in 
the Cluid business only? Would it not have been economical 
you hed not. branched out? As NOY na Go aM pry Dries 
explain the reason why. The amount of milk which was 
delivered by these 250 farmers from time to time was at 
variance with the fluid milk requirements in Saskatoon --— 
that is where we started -- because at times there was a 
shortage of fluid milk for the citizens while at other 
times a surplus was being dclivered' by the 250 farmers who 


originated the association. When there was a surplus we 
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found that we were handicapped nevertheless in trying 

to process that surplus into various products, because 

of lack of volume. We also recognized that there is an 
economic area which we could operate in to the advantage 
of the old original members of the institution, and so we 
had in mind, when we started the organization in 1927, 
that those in the milk sheds of Saskatoon, North Battleford, 
Prince Albert and possibly one or two other points in 
that adjoining territory such as Melfort, might well be- 
come members of our association in order that each should 
help the other in marketing the surplus products. And 
our creamery development has taken place within that 

area -- not outside of it but within that’ area. 


» You expanded as the services rendered to the 


, 
Original group extended and became more valuable? A,.. Yes. 
BYoMR. HELLO: 
QO» Have. you extended to the point where you derive 
the greatest advantage available, or: would it) benefit you 
tO expand still further? A. No. We have no intention 
of expanding any further than we are at the present time. 
Deo Oi ser ARTR + 
Qe, Why: do you not. pay more to) the members rather 
boar’ keep. piling cup reserves. or, working (capitals Le your 
expansion has reached its limit, instead of retaining 
~500,000 or $600,000, why not reduee that down to what 
it was? A, There is no reason why the Board of Directors 
sheuid not do .so\if they so .detide, once our jobo of eerelop— 
ins is: finished. 
an The amount paid back is determined by the Board of 
Directors? AS TWhetoisvrighs, 


BY MR. ARNASON: 


Q. The latest phase of your expansion was completed 
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only two years ago? Ae OTHeticks irehtys We ore vaardiy 
complete yet. There are certain spots in that area where 
possibly we will be finishing the jobe 

isy UMAR OP AaRKER: 

Q. Can you give us in a few words something that will 
indicate the extent of the expansion? In the interim you 
have purchased eight creameries? Aa, 1X68 

9. Those were existing creameries when you took them 
over? AL Yess 


”) 


“ye 


Operated by other cooperatives or by independents? 
A. By independents. 

Q. Without going into the details of each, were these 
purchases made by you taking the initiative and going to 
the vendors and asking them to sell out, making them a 
Satisfactory offer, or did they come to you, and urge you 
to buy? It may have been one in one case and the other in 
another instance? A. That ic rights oun experiance. 
has been exactly that. In some: cases thse operators come 
to us and in other cases we have gone to them. 

Q. Take the case of those who came to you. Speaking 
generally, what was the reason? Did they find the sledding 


tough or where they sick, or did they want to retire, or 


i 


what? A. 1 would say possibly it was good business on 
their part to sell to us. 

Q. You made an offer which appealed to them and 
you came to terms and you bought? A). Yes, Gather Ge 
having us establish a branch of our own in that district. 
Lt must be understood that the creameries we have been 
interested in are within our own geographical area. 

3. (To put it frankly and come to the point, was your - 
expansion of such a nature as to drive the independents out 


of business step by step in consequence of pressure and the 
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exceptional offers you could make them, so that they found 
it to their advantage to get out? A. It was certainly 
not to drive them out of business but to complete the de- 
velopment which we had in view when we commenced the 
Organization, 

Q. Whether you intended it or not, did your expansion, 
your method of doing business, and the impact of your 
operations upon the independents result more or less in 
forcing them to sell out because they could not carry on? 

He bhat a Pair way to put it? You have heard that suggested, 
have you not? It has been suggested to us that that is 
going on all over the country. A&A. I am not prepared to 
admit that it was a matter of their being forced out, but 

I do think that the general prospective policy of our 
association, which took in a certain area, influenced the 
thinking of the operators who happened to be carrying on 

eo our. Gerri COLy « 

de ' YOU Were generally consolidating Dusijes= an aoe. 


v 


| that of necessity made it a little more difficult 


move tL 


Poa cic Others tO stay in that Tielay Gearcwhet woe 
A. Apparently. 
Bi MR PoLbLOT 

Qe If it was to the advantage of your members to ex- 
pand as you have expanded, presumably it would have been 
advantageous to the other line of creameries had they been 
in a position also to expand. What would you say to that? 
ue, 1 Can't answer yes or no. That would de an smbicuoue 
anSWer » 

Q. There are, however, advantages which a group of 
creameries can achieve by expanding over an area? 
&, Definitely. 
s You obtained those advantages, while other creameries 


ie 


oo 


( 


we 


vin 85 det a A es. Soe 
Feeentoed -O tie ae Ly ie bask wee 


“ree 4 “ah 


or nie 


ryt a . - A s 
¥ Ceca vites eg eit pene, ae Ou. ee 
we 2 
La = : Me 4 
; nid i { te rn af te i! : F i f poe; tt fe ais ify Bae 
, 
‘ , 
es, 
rv ‘ A { icy T rik, ‘ ; ~~ 
‘ & 
‘ 
ri . “ , ‘ af 4 hy N fo 5 l Ps they 
1 
AR ‘ 
‘ a r ay - oon s 
= ~ : ey j 
". ~ % =. 
' 
4 Le a } j be ZI 
S. t “4 
i> 
- 49 Pe’ ha 
+ : ‘ Pi 7 
© f a 5S oe i, j 
2 ‘ 
4 
i | 
pa 
‘ 
4 . 
EN, 
: s 
f 
‘ e 
= 
oF iat 
, 
i PRs i 
« Fa i rans a nh 
, Bars 
ee eles ke) a > 
a . fey “5 {et 
= » me 
| 
{ 
Wai i. Ce 
di : 
is kt ar 
LS ar ir 
: ‘ 
' Le 
a tion ite f a 7 
meee ; F 
oO) x 
, F wv] 
a ‘“ olen 
bate aay ey . ke rae ny 


B-1665 -1665- Mr. Gooding 


that were not expanding, or probably did not intend to 
expand, did not? Ley LOS 

Qe Therefore, presumably, as you expanded your 
position became relatively stronger than theirs? A. That 
is correct . 

4» One other point. It has been brought to our 
attention that it is difficult to establish a new creamery 
in the province because of dominion and provincial regulat- 
jons. This is a matter of opinion and you need not answer 
unless you want to. In buying these creameries, these 
ousinesses, in the last few years, do you consider that you 
have paid something above the value of the physical assets 
in order to obtain the outlet --something in the nature of 
x00dwi1L1L? A. We purchased the fixed assets of these 
businesses on the basis of their business value, and not 
on the basis of any protection that might be afforded by 
some licensing board in the province or the Dominion. 

Q- By “business value" do you mean the physical value 
of the property or the assets as a going concern? 


&, <A Boing concern. 


7 


Q. Which might be in excess .of the physical valuation? 
fa i Our oases it was Not. 
BY MR. PaRKER; 
4% What was your method of acquiring the shares of the 
limited companies? 4. In each case we made a cash offer 
for the business, for the assets of the business. 


Oe You bought the assets and not the shares in the 


is) <= 
company? ua. No. 
BY MR. ARNASON: 
VO. In your previous answers you heve indicated that one 


of the reasonf for your expansion was, first of all, the 


necessity for a more economical unit to benefit your original 
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producers, and another was to take in an area which, by 
reason of better production of fluid milk and distribution, 
might be considered an economic area. Leaving that for the 
moment, was there, in addition to these reasons for ex- 
pansion, a desire on the part of the cream and milk producers 
in the new territories for-your organization to move in there? 
a. Very definitely. But at the same time we notified any 
producers who tried to coax the organization to establish 
a branch in outside territory that we had in mind when we 
started that it was not within our sphere. 

THE CHAIRMAN: You were much more highly organized 
than any of the local businesses you took over? They were 
not organizede 

THE WITNESS: They were not cooperative. 

THE CHAIRMAN: They were not organized in any other 
way either? 

BY MR., PARKER: 


Q- They were completely independent units? 


BY MR. ARNASON: 
Qe There were several creameries owned by one 
organization? Be Leg. 
BY MR. PARKER: 
Ye Does what you have said concerning creameries apply 
TO cheese factories. as well? die YOSe 
9%. Both as to your reasons for taking them over and as 
to the method of doing so? A. Yes. 
BY MR. VAUGHAN: 
Y¥.- In making a cash offer for these creameries and 
cheese factories, on what basis did you arrive at the amount 
you would offer? Would you go and make an actual valuation 


of ,the assets or take the book values as shown by the company? 


on 
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&e We did both, 

Qe How would the price paid compare with the book 
values at which those assets stood in the books? Ae. 
would imagine they would be pretty much in line with the 
book value. We did not: ask for a statement of the company 
in detail. I imagine we arrived eventually at the value of 
the organization by determining its earning power or the 
amount of money they were prepared to show they had made 
for the past years, plus the physical assets. 

QO. Whe offer was not based on the.value’ of the assets 
alone but on earning power as well? AY: Less 

Di Mra ELLLOIT: 

¥. And that in some cases would be in excess of the 
value of the physical assets? A. Yes; IL would say that 
is right. 

Q. 1 am afraid you did not understand my question 
when I asked it before. Would it be much in excess? 
wie DO, Lo don't thinkaso, 

BY MR. VAUGHAN: 

Oe Have: you thes books of the former companics. whicn 
would show what their book values were and what was paid 
them? &, No. We took the eee of) the, .buLldine, pilus 
present-day value and we did our own depreciating, figuring 
how old the equipment and the buildings were, and naturally 
we used the present-day market price of lumber and material 
and so on. We arrived at a reasonable appraisal of the 
physical assets of that particular branch in that way. We 
took an inventory of everything. 


() 


ae e 


You valued the buildings at cost of replacement 
today and took also depreciation according to the age of the 
building? A. Yes; and it had to jibe with their earning 


power. We wanted to know their earning power so as to 
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arrive at a fair valuation, which in each case was given us, 

Q.- In Most cases you paid more than the book value on 
the books of the company? That is, the earning power was 
greater than the actual book value represented? 
oe -f0cegiDly, yes, but not too mich. ol don't tuinkiiy waa 
very much more than the book value. 

BY MR. NADEAU: 

ke Could we have the figures on this question? 
&. i have not the books of -the previous companies. 

Q. But the price you offered? he One ves 

4. Could we be supplied with that? 

BY MR. PARKER: 
Qe Perhaps you could prepare that and send it av a 
later date? i Pacts 

Q- > the top of page three you say: “At the end oF 
the last financial year, the balance sheet as of December-31l, 
1943, showed the total assets of the association to be 
~705,728.37." That amount includes these various creameries, 
the physical assets we have been discussing? hy) Ses 
It is the total assets. 

Q In arriving at that figure you properly depreciated 
all the physical assets that we have been discussing? 
ia YOR, 
4% And that is how they stand today on the basis of 
depreciation and so on? A. Yes. 

ie Li tae middle of the page you quote certain 
sections of the by-laws. You did not file those? 
Ay No, but they are being prepared for you. 

7%. You quote the following: "The business of the 
association is to be conducted on such a basis that, so far 


as possible, no profit shall be taken from, charged to, or 


exacted against any member of the association on the marketing 
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of any dairy products for such member of the association," 
Is there a provision in the memorandum which enables you 
to go and buy and sell dairy products the same as any 
ordinary company? iss) ERA 

Q« You have that power in your charter? A. Yes. 
~ heave. the original, 

Q.» There is no question that you have the power? 

Ae YeCSe 

es Seo so Tar you have never exercised it except 
for the purpose of supplies? A. That is correct. 

Q. Again, referring to that section, you say the 
business of the association is to be conducted on such a 
basis that as far as possible no profits shall be made. 
Have you succeeded so far? & Very definitely, yes. 

2-« You go on to say in the brief: “The association 
has further aimed to improve the quality of the members? 
products and to improve marketing methods, thus reducing 
marketing costs." I take it you have succeeded in doing 
that to some extent? Ae We are working all the time in 
that direction. 

Qe OU have no share capital? A. No. 

Q- In taking over all these creameries, that was 


med 


done pursuant to resolution passed by the Board of Directors? 


Qe Were these purchases one by one ever submitted to 
the shareholders to see if they should be taken over? 
Ae At every annual meeting, of course. 

24° Did the directors finally take this decision off 
their own bat or did they consult the shareholders to gee 
if they approved? &. The directors took the responsibility 
upon themselves, but it was reported at each annual meeting 


for the approval of the organization. We have that power, 
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je You not only have the power but you have exercised 

1 AS beer, tiae Le corracns, 
BY MR. NADEAU: 

je Is this power of taking over private business 
included in your producer's contract? ie NOD Li che 
producer's contract but in the memorandum of association 
and by-laws. 

DY Me. PahKER+ 

je Look at the bottom of page four. You Say: 
"The milk pool is-closed at the end of each financial 
year and the milk shipper's share in the pool is allocated 
to him on the basis of his deliveries, by resolution of the 
Board of Directors at the time the pool ie tlosed. 'That 
ts all done by the Board of Directors without consulting 
Hoo sharenol ders: “hi Yen, 

Y How many directors have you? “A. Fifteen. 

\s Representing each section? Ae “Yess Baer 
section has its share. 

Ye sand these take the place of what we have heard 
described as participation certificates? A. Yes, 

Q This is your particular type of participation 
certificate? A. Yes. 

ye Coming ‘to the question of associate members, you 
have two kinds of members? A, Yes. 

Qe One is the associated member and the other -- 
A. The participating member. 

j4¢ Participating and associate members? yea Tee 

Qe .What is the difference between the two? 
A. Qur policy in the cream shipper section is to accept 

- 

into membership any producer upon consignment of shipment 


of one can of cream. 


Q. He has to sign one of these things? A. No. That 


- ae 


B-1671 


-1671- Mr. Gooding 


is the membership certificate. We recognize that producer 
as an associate member with his first can of cream. After 
that member has shipped to us SulPicient vo! sarh°ror hin- 
self a membership fee of three dollars we write and ask 
him if he wishes to become a participating member. If he 
accedes to the request then he igs passed by the Board of 
Directors as a participating member and is sent a participat— 
ing certificate, 

Q- He is issued the proper certificate? A. Yes. 


4 


Gen wo owe righ, that on the receipt of his first can 
of cream, never having done any business before that with 
you, being a rank outsider, but deciding to send you his 
cream some day, or his mitkyoyou doynot refuge to take ae 
VOUT eateen tiie A Pees. 

4 If anybody offers, you take it? oe teess 

2. and you send him this thing telling him hé isan 
associate member? A. YES s 

Q- Without consulting him to find out whether he 
wants to be a member? A, After he ships his first can. 

¥+ You tell him that he is automatically an associate 
member? Asie. 

js And suppose he keeps on shipping and tells you 
frankly that he does not want to becomes a member. What is 
the position then? Does he still remain an associate member? 
we Yes. 

Qs #8 long as he ships cream? A. Yes, 

% There is no distinction between what you call an 
associate member and other people with whom you do business-- 
those whom I would call non-members? A. If he wishes at 
any time to pay the three dollar membership in cash -- 

Q. IL am talking about where he does not want to pay 


the three dollar membership but wants to keep on sending cream 


Speci ged | 


fr HOP as Stes ee 
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and you accept it. What is the difference then between the 
associate member and the non-member? f.. We keep his 
earnings credited to him as an associate member for six 
years. We notify him every year of the earning which has 
been enjoyed by him during the years and if at the end of 
Six years he is not anxious to become a participating member 
then the money is transferred to general funds. 

THe CHUATRMAN: Then you never do business with non- 
members? 

THe WITNESS: “Yes. 

THE CHATRMAN: The associate member becomes a member 
automatically? 

THE WITNESS: Not automatically. 

THE CHATRKMAN: By shipping something to you? 

THE WITNESS: Yes. He becomes a participating member. 

[HE CHATRMAN: Lf he so wishes? 
TINESS 3) Yes, 
BY MR. PARKER: 

je But if he does not, then you say that for six years 
Me rotsgins theo status of assotiate member, and then suppose 
he pulls up suddenly and says, "I am getting fed up; IL have 
been coaxed to become a member." What then? A. He says 
what? 

Qe He has been invited or notified that he may become 
a member but suppose he boldly refuses the invitation to 
become a member and at the end of the period he says, "I am 
through with this outfit", what do you pay him back out of 
the money you have been holding back for him? A. AS an 
associate member he would not get any money. 

Q This money becomes forfeited and goes into the 


, after Six years. 


Ul 


general fund? A, Yoe 


THE CHAIRMAN: Then you could never commit an infraction 
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of the 20 per cent provision in section 4 (p) of the Income 
War Tax Act? 

THE WITNESS: No sir; we hope not, 

THE CHATRMAN: Automatically you are protected against 
that? 

Ie plONEOS +. » That y's Cen te 


THE CHATRMAN: Because you cannot do business with an 


THE WITNESS: It may interest you to know that our 

‘associate membership is approximately from 5 to 10 per cent. 
BY MR. NADEAU: 

Qe How many associate members have you? Hiss” TSO 
Seay, Irom 5. to 10 per cent. They fluctuate. The question 
we are discussing now arises purely from the fact that there 
are a certain number of producers who ship a can or so of 
cream and we do not know where they are. They are gone. 
They leave the neighbourhood, or gell out and so on, before 
they have earned the three dollar membership. There is a 
certain percentage of what we call deadwood. I do not wish 
to have that remark taken in the wrong sense; it is simply 
membership that we cannot find or locate. We write to them 
ror Six years, one year after another. They may have nothing 
out three dollars credited to them and we keep a record of 
bhese shipments for six years. The total. of these, -as L say, 
is between 5 and 10 per cent. 

Qe DO you keep separate accounts? A, Definitely, yes. 
| BY MR. PARKER: 
je Suppose at the end of three or four years an 
associate member who has been shipping milk regularly and has 


a credit amounting to fifteen or twenty dollars, well over 


| the three dollars, still does not want to take out membership, 


can he at any time say, "I am leaving and I want my fifteen 
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Or twenty dollars"? 4A. No; he must become a participating 
member e 

Q- He cannot get it back without that? A. No. 

j. That is a very strong inducement to make everyone 
join your association if he wants to Ship ¢Pean GO vous (D5 
you agree with: that? A. Outside of the category I have 
already mentioned to you, they naturally become members. 
That is why they ship cream to us; that is their 100% 

% They could not ship cream to anyone else in that 
area as long as you have the area? A. We have competition 
there. 

BY MR. ARNASON: 

jy Can you tell us approximately what percentage of 
your business is done with associate members? A. Five to 
ben per cent. 
ae Lo volLumé? A.” Yes. 

Qe So that even if you did not have associate members 
you would still be within section 4 (p)? f° Yess 

Q- With regard to the associate members, is one of 
the reasons for that the desire of your organization to 
identify what might be termed the interest to the shipper 
with the organization? For instance, if a shipper in your 
area shipped to an ordinary competitive creamery he would 
sev paid for his cream on a butterfat basis: and. that would 
be the end; but as far as the associate members are concerned, 
the contribution which they by their shipments of products 
make to the earnings of your business as a whole is credited 
to them and they are given an opportunity of cashing in on 
uUhat if they desire? AS oO Yes, 

2° That is the main difference? A. That is absolutely 


correct. 
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BY MR. PARKER: 

ye Will you turn to page six of the brief dealing 
with the pass book. You use expressions there which perhaps 
May convey a meaning that you did not intend to be taken 
from what appears there. You says “The association hed 
adopted the 'pass book! system for crediting each member 
with his share in the association. Each member is issued 
a pass book similar to those in use by banks, in which his 
Share of the association's net worth ig shown." On the 
theory you propound, the association has no worth; it has 
never been worth a sou as such? A. "Net worth” 18 our 
own term used for the undistributed earnings or surplus 
which has accumulated throughout the year. 

Q is it the association's net worth or the combined 
net worth of the individual members of the association? 
A. The association's net worth. 
er ee ee A. After all, the association simply 
acts as agent for its members. 
Qe BuG as we heave. Said). it<is(a Jegal~entiny.. lias 
of sufficient importance to go to the powers that be and ask 
for a charter and obtain therewith all the privileges which 
O charter confers whether it isof any use to you or not, 
though it must have been of some use or you would not have 
asked for it. What we are trying to establish, or 
rather one thing we are interested in, is this: Are these 
dollars representing what you call your net worth of the 
association's money? A. It is the property of the members, 

Qe How can it be the association's net worth? Surely 
my money does not represent your net worth? We are two 
Separate individuals, aren't we? A. Yes. The net worth 
is credited back to the producers, to the members, according 


to the amount of butter fat they have shipped to us during 
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the yeare 

Qe I think we understand each other. You refer to it 
as the association's net worth. You go on to say: “Each 
year when the pools are closed the pass books are called 

in to head office of the association to be posted to date. 
When the pass books of all members are in, and the sums 
posted therein are totalled, the result will give you the 
net worth of the association." I suggest that what you mean 
Luere, is, that it is the combined =- 

MRe THORVALDSON: This 18 wholly improper. I) do mou 
think my learned friend has the right to suggest that the 
witness means something else than the words used in the 
brief. The words in the brief are very clear. There cannot 
be any dispute as to what they mean. 

THE CHATRMAN,; The witness is entitled to be questioned 
on the wording of his brief. People have been known to 
make mistakes. 

MR. PARKER: My learned friend would not want to put 
the witness in the position of having inadvertently conveyed 
a wrong impression. Do you want these expressions to 
stand as they are, Mr. Gooding, and do they express your 
real meaning? 

LHe WITNESS: After listening to your explanation, 
perhaps the wording is not correct. As a matter of fact, 
we in the office prepared this brief in ordinary layman's 
language, 

BY MR. PARKER: 

That is what I assumed, and that is the reason I took 
the trouble of calling it to your attention. However, if 
you insist that it expresses your real meaning, or if you 
would rather amend it now, you can decide. You have the 


opportunity to amend it if you wish. A. I would like to 
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take advantage of the opportunity to do so. 

@- it take it it represents the combined net worth 
of the members? Aa NOS. | 

3s Let us come to the revolving door and reserves. 
again there may be a little confusion. In our discussion 
so far we have rather kept away from the idea of reserves -- 
Vo would Call 4G net worth, I suppose. They are really 
two terms for the same sum of money and it does not make 
much difference what we call iG; DUDUIA the middle orethe 
bage you say: “While each member's share from the processing 
and sale of his products is credited in his pass book at 
the end of each pool period, final distribution of payments 
may be delayed at the discretion of the Board of Directors 
in order to provide the association with the necessary re- 
serve funds for carrying on the members' business most 
efficiently and with the greatest service to them.” I think 
Peopably thet isi the, correat Way CO déeéseripe 103.) Loire 
really in effect a reserve to be used for working capital? 
Ae YeS-e 

Qe For carrying on the members! business moat 
SCereient ly. I call your attention to the expression 


1 


"members' business". Isn't it the association's business 
that you are carrying on instead of the members' business? 
Hi» Probably you are right; I euess you are. 

j Don't agree with me just in order to get rid of me. 
meaevess that is richt. 

Ye You think that should read “association's business"? 
Ae  YV@Se 

Y- “Most efficiently and with the greatest service 
to the members"? A. That is what we want there, 
Qe That seems to fit in with what follows: "As goon 


as the association accumulated sufficient reserve funds to 
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serve its members efficiently and safeguard their operations 
aS a cooperative, the Board of Directors authorized the 
return of delayed final payments under the revolving door 
Plan." There you emphasize clearly the distinction between 
the association as a corporation carrying on business and 
the members on whose behalf it 1s Carnying at on.” sleetnes 
your understanding of it? he Yes. 

4» ".....t0O Serve its members efficiently and safe-~ 
guard their operations as a cooperative, the Board of 
Directors authorized the return.e...." This association, 
acting through its board, has apparently absolute control of 
these reserves to use them as it sees LLGe A. Yes. 

Qe . C@ll your attention to page seven, the latter 
part. of the first paragraph, where you say: "By adopting 
the revolving door plan of returning all proceeds except 
operating costs to members the association has been able to 
achieve its chief object, namely, to give the producer the 
entire net proceeds from the sales of his Produc tgs"). waa 
attention to that and I suggest to you that it is not quite 
accurate as it stands. You are not only ‘reburnine to the 
producer the net proceeds from the sale of his products, “but 
you are including in it very substantial earnings made by the 
company in its manufacturing processes of one description 
or another? Ae IG 1s ail inciuded, 

ae LOU are also paying, “nob returning. You are paying 
cO him the earnings which the association has made in the 
carrying on of various manufacturing processes. Do you agree 
with that? A. Paying rather than returning? 

Q- Yes. They never were his; you never got them from 
him? A. Yes; I can see it now. 

4. I may be wrong about it; I am only putting it up to 


you. Ae “Paying to" rather than "returning™. It is the 
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common word that has been used for yearse 

Q» I am not worried about whether you, pay or return. 
What is it if you return, or what is it you pay? There is 
included in it more than the net proceeds from the sales 
of his products, There is that plus the earnings which 
the association’has made by reason of carrying on manufact- 
uring processes such as butter making and cheese making? 

A. Our interpretation is: that it is a returning to the 

member of the final payment. .I think that is the inter- 

pretation we had in mind in the office of the organization. 
BY MR. VAUGHAN: 

Qe There is no interest allowed on these credits? 
fie No sir. 

Y¢ Let us apply that to the question Mr. Parker asked 
as to whether the purpose is to return the entire net 
proceeds of the sales of the members! products. Is not the 
member entitled to interest on those credits that are set 
up? He does not get them for six or eight years; is he 
hot entitled to interest on them? He is entitled to some- 
he did not gat? A. NO Sits, (Ln our system loteeetting 
up the net result of the year’s work, it is based entirely 
Ol the hember being credited with his share of the totes 
resulting net, less a@ certain amount set aside to pay 
naperest, and so on and so forth, . lt, isi the totew ancunt 
which has been allotted to him on the basis of his butter 
feo. Take for example a man who has shipped so many pounds 
of butter fat. We base it at times on the amount of butter 
fat he has consigned to the pool and that is the total 
earnings, and if we were to recognize interest we would have 
co deduct from the total earning a certel n amount of money 
and say to him, “this is your interest". But we don't do 


that; we simply credit the total amount. 
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Q. You credit the total on butter fat or milk or what- 
ever it is; but you set up in the books a credit to his 
account, let us say this year, and that exact amount is 
payable in six or eight years? Re) La8% 

Q. Isn't that man entitled to more than that face 
amount? Take interest at only 3 per cent for six years; 
that would be 18 per cent if it were simple interest, or for 
eight years it would be 24 per cent. A. But where would 
the money come from to pay him the 3 per cent? 

%.', 1t would have to come out of whe association in 
some ways You are using the money and the question is 
whether your member is entitled to that. A. Maybe Ll cid 
not make myself clear, We have no fund or any portion of 
our business that we set aside as revenue so that we could 
use it as interest. A mants total quota is based on butter 
fat shipment and therefore there is no way of finding monsoy 
to pay interest to anyone. 

oO, Take it;this way. 2r you dic ioc ave that money 
you would be borrowing from the bank? A. YeS.e 

Q. And you would be paying interest to the bank? 
oe LOS 

Q. Where would you get the money 60 pay that interest? 
A. Out<-of the members! funds, definitely. 

9. Then why not pay interest on his credit set up in 
the books, out of the same fund? A. If we borrowed 
money from the bank and had to pay the bank interest, that 
would be an operating expense and our net earning at the end 
of the year would be that much less eredited to the members 
than it would be had we not been obliged to borrow money in 
the first place. Therefore we try not to borrow moneye 

Q. I understand that, but this reduces your expenses. 


I was asking this question to see if this worked out 


a 
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equitably for the msmbers. If a man had $100 there for 
eight years, at 3 per cent interest he would be entitled 
to $124 at the end of that time? Ae 8ess DUG Wa 
would have to earmark a certain fund from which he would 
set the #24 and we have no. such fund. 


Q. You have an interest account in your books? 


Qe And you would charge it to that interest account? 
Ay Lb would have to come ‘ows or the man, himeeii. Do oul 
be a portion of his own earning. 

Qe I know it would, but you would be paying interest 
pOrceen a.ndividuel? A. Of course, we have discussed 
interest on many occasions in the early days of the organiz- 
ation and it is important; but we have no funds out of 
which we might make interest payments on a man's equitye 

THE CHAIRMAN: Isn't that money earning something in 
your hands while it lies there for six or eight years? 

PH WLONBOS: Yes. 

THE CHAT RMAN: And none of the earning on that money 
is credited to the member? 

THE WITNESS: Yes, definitely. 

THE CHAIRMAN: That would be interest, then? 

THE WITNESS: Do you refer to interest we receive? 

THE CHAIRMAN: It is earning interest or something for 
you.: Does any part of that something go to the member? 

THE WITNESS: Very definitely, in this way, that the 
earning of the money in that interim period is used to de- 
fray expenses and therefore his final payment is higher 
than it would be if it were not for the earning power of 
that investment. 

BY MR. PARKER: 


Qe The result is the same whether he gets it back as 
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interest or under some other label? 
BY MR. VAUGHAN: 

%¥ Here is a credit set-up for $100. It is that same 
$100 he gets back? A. Yes; that is what he has earned. 

Qe 'He pets his share of $100\ each year but ah is not 
payable for six or eight years? Ae) N6Se (Luo wily Gare 
him six years to get that $100 back without interest, 
but within that period he has had the value of the marketing 
service that he has been receiving as a member of the organiz- 
ation, and he must not therefore, when he ceases to be an 
active member, take toll from those who wish to continue 
giving and receiving the same mutual service. 

Q. When you took such care to credit the exact amount 
of the member, why did you not take the same care to credit 
thei dnberest) on those: particular credits?? However, that is 
sufficient. 

BY: MR. BLLUDOT?: 

Q- You say the members get an advantage from having 
these funds held for the six or eight years? Ae est, 

Q. That advantage presumably 1s, reflected in the 
total payments they get for their consignments to you? 

Be, LOS, that is correct. 

Q. “ls there any way of measuring in money the ad-= 
vantage that they get from leaving these funds with you? 

&£. No, I don't think there is. Do you mean something 
tangible? 

9. You said that the advantage they get is greater 
than it would be if they did not have these services, in- 
cluding in the procees, both initial and final payments? 

A. The advantage they get by leaving the money is an 
established credit and every member is entitled to a credit 


up to 50 per cent, or at the discretion of the board the 
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amount allotted or credited to him. 

Q. I was referring to the financial benefit he got 
by being able to use the services, the equipment, or to have 
you use it for him. He gets a better return thereby than 
if he did not leave those funds on hand? A. Very 
definitely. 

Q. & better monetary return? i: TRA 2S rer lecied 
iri peers book. 

Q¢ My question is: Is there any way of separating 
that monetary benefit he gets, a leaving those funds on 
fiend, rom the price he gets for his product as);it is 
delivered to you or the price he would eet for bis product 
if it were sold to you at the time of its delivery to you? 
4. I suppose the correct answer is, yes, he could. It is 
clearly to his own interest to leave that money with us 
in a tangible form so that we can use it to advantage in 
Die yeers “he rs accumulating it. 

QO. if you pay the going market price, the sdvantage 
Or tues LO him would be roughly “the amount of tie’ tinal 
payment? Ay “Less Cnet GS "Conmecu. 

BY MR. PARKER: 

Qe At the bottom of page seven, coming to the question 
of advanvtes, I understand that from time to time, as you 
State in your brief, out of this sum of money that you have 
on hand you make advances to the members -- loans? 

Gy) LOS 

9. Without interest? Ae YCSe 

Q. Whose money is that that you loan to the member? 
A. His own. He must create the reserve before he is able 
to obtain the advance, 

Q. Can he borrow only the amount shown in his pass 


book? A. Fifty per cent or at the discretion of the board 
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such amount as they see fit. The board is allowed certain 
discretionary powers. If the member makeg a plea it must 
be submitted to the board. 

% «any individual member can borrow only up to 50 
per cent of the amount of his interest? A YOs's 

Qe And he must show how he can repay? A. Within 
Tour months. 

Q You will not let him have even his own money 
unless he ocan'show he can pay 1.0 pack? 

THE CHATRMAN: He pays no interest? 

THE WITNESS: No. 

BY MR. PARKER: 

Oe You have this man's money? Hee OS « 

Qe He comes and wishes to borrow half of it and you 
sat, “Yes; you can have half of it provided you can give 
me a Satisfactory guarantee that you will pay it back." 
ie Within four months. 

je He has to pay it back? A. Yes, and we assign 
his reserve to the association during that period. 


THE CHAIRMAN: And he is borrowing his own money? 


BY MR. PaRKER: 

QO. And on certain terms he must pay it back? aA. Yes. 

Q. That is the way; and there is no interest? 

A. No. There are expenses relevant to the loan. 

Q. What kind of expenses could be incurred when a man 
comes and says, "Please let me have half of the money that 
is mine?" A. In that case there would be no expense, 
but there are times when we do incur some expense. 


Q. Is that charged against the individual borrowing? 


2. On page eight you give an example of how that system 


~~ 
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works out. You say: “An outstanding example, in the 
48sociation's case, of how its members were assisted ina 
year of disaster may be found in what occurred in 1937, 
Which was a year of total crop failure in most areas in 
Saskatchewan. In that year more than $50,000 was used by 
the association to purchase feed supplies for its members." 
I must beg your pardon. I used the word "returned" just 
before we adjourned. I inadvertently used that word, 
whereas the word in your bricf was given. iv LOS 

Q. Ll suggested that it would be better to use some 
cther expression. -I did not mean to confuse you on that. 
‘i. L understand. 

; Qe It is in the middle of page seven. Ase YeSe 

9. To come back to this $50,000. In that year more 
than $50,000, you say, was used by the Association to 
purchase feed supplies for its members. “The feed thus 
made available to dairy farmers who were members of the 
Association resulted not only in keeping their herds intact 
at a time when valuable foundation dairy stock all over 
the province was going to the block for practically nothing," 
and-so,.on. Do you buy that as and» when ;ordered by Sach 
person who needs the feed, or in this case did you make a 
lump sum purchase, having estimated you would require that 
much? Ae DEnebOS7ewe haduwa disasteriag far Asrorop coa- 
ditions in Saskatchewan were concerned and the members were 
faced with no alternative but to dispose of their herds 
unless supplies of feed were found by somebody, the Govern- 
ment or somebody else. We decided that in order to keep up 
the volume of butter fat to a reasonably normal level it 
would be necessary for us to do the job ourselves rather 
than rely on the possible rationing of supplies which might 


be forthcoming from some Government agency or other source 


ao 
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which would A aee keep the cow alive. We therefore decided 
to survey the situation of our members. We got from them 
the approximate amount of necessary grain as well as feed 
for their herds and proceeded then to purchase on their 
DenaLl 

Q. To that extent you departed from the strictly 
producer cooperative principle and went into the supply 
type of cooperative, buying supplies for them? Ago Dv thenk 
Diao Le rather technical, bul you Mayor iens. 

Q. At any rate, you bought the feed and sold it to 
them? Ae es. 

Os. Dad you sell. lt bo themsay ay crore? Aa Eas 6 
less. We had two men in the field and we paid their expenses. 

Q@. indirectly, at any rate, that resulted in Inoressing 
your earnings, your net worth? Ae WO Ss OV ait oe 

Q- At least it avoided shrinkage® A. Yes; that 
is correct. 

Oo That is os far aa iv goee: Aa) Yee, very 
definitely. 

Q- Now, Mr. Gooding, on the last occasion you were here 
there was some discussion about accounts. 

BY MR. BLLIOTT: 

Q» May I interrupt for a moment. This is not with 
regard to the account. Your association was formed in 1927? 
ta Yess 

Q. How was it financed at the start? A. We chipped 
in $10 apiece, two hundred milk producers, and hence the 
membership fee has always been recognized as $10 in the 
milk shippers section. On that $10 we kept going, but 
we decided that we would need capital of some kind and we 


agreed, the two hundred of us, to abide by the terms of the 
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contract whereby the directors had the right to deduct 
from the average price obtained for two weeks for the 
product up to 10 per cent as a reserve which would be 
. recognized as capital moneyse 

Q- Belonging to the association? As -No, credited 
to each member- With those moneys we started. 

Q- Did you borrow from the bank? Aw) cine early 
days? Yes. 

Q- On what security? A. That is a tough one; not 
very much security of any kind. 

THE CHAIRMAN: The personal guarantee of the directors? 

THE WITNESS: Yese It was a very small loan. 

Dalle ld Ore 

Qe But there was a personal guarantee? A. YesSe 

Qe Have there been important changes in your by-laws 
pri contracts <aince 19272 A. I don't think there has been 
any fundamental change in the by-lawse 

QO. Have you,ever had a ‘deficit on any year's) Gperauione: 
Have you ever overpaid? ee ae 

Q- What happens then? A. It reduces the amount 
of earning which already has been credited in th pass book. 

Q- In proportion to the member's deliveries in that 
Wears Ds iSSe 

G.. Suppose a member has. juss ao delivering and 
has not enough in his pass book, what happens then? 
A. If we overpay? 

Q. If, in a year in which you overpay, the member 
has just begun delivering and has not a large enough credit 
in his pass book from the preceding year to take caré of 
his overpayments Does that ever happen? Ae Noe The 
first year was rather a tough one but outside that we have 
made steady progressSe The responsibility of the member is 


just his own quota. 
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Y You would not try to collect back from him any- 
thing except what is entered in his pass book? ae Yea, 
that is right. 

Q. Do you handle poultry? Ae NS 

¥%¢ Have you an interest in any such concern? 

A. We are managers of the Saskatchewan Poultry Pool. 

je YOu are managers? Ne LCs 

% Tell us what that means exactly. As SUSU That. 
We have been appointed manager for the Saskatchewan Pool. 

Y Who appointed you? A. THe directors Of sane 
POUL y FOOL. 

ye Do you derive any income Trom that, you om your 
members? A. Yes. The Foultry Pool pay the Dairy Pook 
On a certain basis of remuneration for services rendered. 

Qe That 1s, management services? A. Yes, ang 
that money is used to defray the expenses of the Dairy Pool. 

je «woout what sum does that come to a year? Ee) akey 
is based on poundage, a dozen “to tie unit, a quarter or 2 
cent a pound -- a quarter of a cent a dozen with certain 
limitations, minimum and maximum. 

ee 1d the. Members’ Of whe Dalry Pool ieoy cue Deneflt? 
&. Yes}; their expemes are being defrayed to that extent. 

Q- When a member terminates his contract with you -- 
LT am thinking of the milk shipper -- what is your procedure? 
He gives you three months! notice and what happens? 
f£.. The application for termination of contract is placed 
before the directors and in every case so far it has been 
passed and the money then is paid out under the revolving 
door plan. 

¥. He waits until ths door revolves? Ae Leos 


that is right. 
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Ye You said in answer to some questions asked by 
Mr. Vaughan and myself that the members do secure a 
financial advantage from allowing their funds to romain 
in your hands for six or ¢ight years, Do you remember that? 
ise Yoss 

Ae LOW @re (still of thatmooimionr Me eS 

Oo» You state) in your brier tthan the payments vo 
mombers, the final payments to members, are subject to 
income tax? Me oWes Little tiny then pases. boo. 

%» That is at the time the payment is actually made 
to the members? Mii Less 

ye and not at the time it is entered in the pass book? 
Me Leb) LS CORrett'. 

Ye Your members, then, derive some little advantage 
by having these funds working for them as it were between 
the time the funds are ercdited to them and the time they 
have to pay tax on them. In the ordinary course of events, 
if a person gets income he pays income tax in that year and 
he would not have as much left to invest. Your members are 
credited with the amount in the pass book and leave it there 
end AO HOt payvbaxes on it until 26 ie! paid out. Wheaten 
advantage? ie \ That isowhatrl Seidel. is herd otenewer 
in a tangible way the question as to the advantage of the 
member in leaving his money. 
Q- Do you think this is an advantage? Ay Tout 


that, because after all we know what the income tax will 


be when the money is paid out. 


Qs One other question. Why. have you a contract with 
milk producers and not with cream or cheese milk shippers? 
4. Because the milk shipper's contract was the origina 


method whereby we agreed among ourselves, the two hundred of 


us, to market our own products ourselves cooperatively; and 
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the most important of all is the agreement to the deduction 
Which the directors have the right to make from the milk 
eneck, "up to"LO per cents Then, as the organization ‘e2rew 
and funds were available whereby new capital -- which is 
still coming into the organization under that contract -- 
1s of such a nature that the contract was not necessary, 
Deen we transferred it to the membership basis, that 16, 
the;associate participating member basis. 
ie - DO ou -eccept Wile foreland viniek purposes: i ram 
members who have not signed the contract? ie NEOGIs 

BY MR. ARNASON: 

Ge Ll wanh-to ask a question which 18° t0-some “extent 
hypothetical, Dub Tt hes been "‘Beferree to ab one or GWo 
public earings ‘which fave boon neld hithertcs Wh is thie: 
What would be your opinion about a plan whereby joint stock 
eonpanies might be allowed to distribute 4 portion of their 
earnings among their customers on a patronage basis which 
woulda thereby be taxable only in the hands of the individual’ 
Bo yourtthink 1b 18 difficult G6 answer tna. questions 
i. L think it is quite fundamental. You said, -a portion 
OF “Serr ‘carnines? 

Ay - Yeo.” Suppose tiey were permitied tO 00 sO Wwiger 
existing legislation? A. The-fundamental difference 
between the situation suggested by that hypothetical question 
of yours and our form of operation is that we eredit all 

the earnings and not a portion. 

Qs Would you have any objection? hh, Le Le coupe 
whether you could class them as cooperatives if they 
definitely decided to credit only a portion of the owner's 
Carningse 

BY MR. ELLIOTT: 


Q. Would you have any objection to their being free of 
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tax on that portion which they night so distribute? 
ae YOu mean a patronage dividend? 

Ye What the ordinary company might pay. Ae, LAG 
is taxable. May I make this statement. We hope we shall 
be sufficicntly magnanimous at all times not to worry 
toc much as to what the other fellow is doing as long as 
we take care of our own backyard. 

BY Mr. "NADRAU: 

je Have you any competitors in your area? ee EGS s 

Qe <Any cooperative creamery operating there? 

A. It is doubtful whether it is a cooperative. We have an 
Organization known as a cooperative, but whether it is co- 
Operative or not I would not like to say. 

Ye You do not know whether it is cooperative or not? 
A. No; I could not answer that authoritatively. 

ye Does 10 use the word cooperative? Ae, |) Less 
Ne eve you aly t¢sa Of tine extent Ch the busines. 
done in your area by private or independent competitors? 
ie NOS 
e, Compared to your business? Ry? OD SA Se ie or eon 
estimate. I would say that possibly we do 70 or 75 per 
Cont, but thab 1s ah estimate, 


@& Besides that, co you still retain the Tipe names 


of the going concerns that you bought? At. NG. 
. Vo Vou Own aby Subsidiaries, AY OND 


Je Have you any interest in other cooperatives? 
fee, TOs 

Qe Do you own any shares in the Federated Saskatchewan 
Co-operatives? A. The Saskatchewan Wholesale? 
OO, Yes. A. Yes; we have an earning there. It 


has been built up under credit. We have an earning. 
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ie eo 1G au0le earning? a. SLi oy is eeiy 
substantial. Wé do some business with the Federated Co- 
operatives in the purchase of coal and so on for our 
ercameries. It is not large. 

Qe Is your dairy pool represented on the Board of 
Directors? &,. No. 

BY MR. VAUGHAN: 

de In the purchase of supplies -- the point wis re- 
ferred to a little while ago -- does a large portion of 
tae Coleist of gasoline for your trucks 7 Be ONO SL Iss 
It isa sizable amount, however. Do you mean the percent- 
hee on The Lovell. oF our eupplics: 

Qs . Would 1% bela laree Tactor in your costs? You 
d6Liver from door to “door? fie 2885, Dt 2S Ones ous 
laree purchases. 


%. Have you any idea how many gallons you purchase in 


¥ 
a year? A. No six, 1 em sorry. David cend tb ee son. 
. Where do\vyou buy that -easoqliney A. From the 


trade. 

Ye. LOW don't, buy 10 Trom the cocperacvive ret ineries: 
me Wow directly, mo, There are some Cooperative | 22s 
stations we deal with depending on where they ares 

Q. What price do you pay for the gasoline you buy 
from che trade’? é&» We do not buy from the refinery direct. 

, Do you know their price: feo Cannot say Dice. 
Owing to the nature of our business we have to deal with 
certain filling stations, not one central filling station. 
Our trucks are not all located at one point. Our gas is 
purchased lecally from the local dealer, which may be a 
ccoperative or may not be. 


‘A 


| 1. You do not purchase gas in. bulk? ha NOoaia. 


}e Just in carloads? ie Keo. 
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Ye In buying in bulk, what is the price of gasoline 
from the independents as compared with, the price of the 
refineries? f.. I could not answer that. 

BY MR. PARKER: 
Ye There is certain information which we wanted from 
your books and which I understood you were going to get for 
Use marvel you 2oG Lt? A, Yese 

Caled vais Statement you have here consists of three 
sheets headed, first, Operating Results, secondly, Net 


Worth, and: thirdly, Balance Sheets, referred to as Exhiortes 


i. eo. respec hlValy . Ticse are Trcures taken tom 
your books? Ae Off the auditor's statement, the 


auditor's report. 

je 2b 18 Tnrormation you thought would be Helorur no 
toe, Commission. Let us Bee what they’ are. “The Direc ehowe, 
from 1938 to 1945, the cost of material, manufacturing and 
Operaving expenses; then the net Sales, which “exceed cast, 
and then you have a margin, what we might Gall Prony. tn 
increase, You call it marein, whatever that meangs: bn tic 
hext column you have production, selling and administration 
peautad and you subtract those from the margin and you have 
wnat you style net proceeds? he Yoss 

% You have given us that without breaking it down 
fi7O ywwems, That. is ‘the Tirst page,” “The second siiceu, 
"Net Worth", shows the balance of net worth starting at 
1938. These are some of the figures you have already read 
into the record this morning? ine YCSa 

}e Starting with $194,000 in 1938 and ending with 
$545,000 in 1943, and you add to that unofficial figures 
for 1944° AY, 266 


9, Then you subtract from that balance the amount 
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returned to members, and you add to that deductions from 
HCD GE'S « What is that? A. Deductions from members? 

ee 288. A. That is the 5 per eent reserve from 
Milk Shipper price, 

J. That is not inoluded:in the net worth figures? 
ee L@S*% We pay that back too, 

} The third sheet, the balance sheet, shows the same 
years' from 1938 to 1943 giving current assets, fixed assets 
and GOoval assets, then Jiabilities and net worth, This 
should correspond to the net worth on the other? tue =LOSe 

je I would like to have the accountant advise me if 


Hails 16 SULTICZent int ormavion. © Ue nov orevenG voce 


skilful with this type of statement myself. I would suggest, 


upless you feel otherwise, Mr. Chairman, that is probably 
all the data we need from this company's affairs at the 
present time. If later on further details are required, 
Mr. Gooding, I have no doubt, will furnish them to us. 
ae Lt Shala 0S Napoy to do 20. 
DVM BEEEOMirs 
Qe With regard to that $801,000 figure for 1944, 
does that correspond to the balance at the beginning of 
the year? A. YeSe 
Q- To make it correspond with these other figures 
you would have to subtract what was returned to members? 
fea YEGS's 
MR. PARKER: There are some other parties who may 
be interested. Have you any objection to their having 
that? 
THE WITNESS: That is our own statement. 
BY MR. PARKER: 


Je YOu have no objection to my giving a copy to these 


My 
: 
‘ 
£ ‘ 


e 
e 


B-1695 


-~1695- Mr. Gooding 


gentlemen? A. I would like to make a statement first. 
The statement, Mr. Chairman, is this. First, a committee 
of our directors decided that we would accept your invitat- 
ion to submit a brief before this Commission and we did so 
On this basis, It may be that our interpretation of the 
scope of the Commission's inquiry was wrong, but we accepted 
the invitation on the assumption that the Commission was 
trying to investigate the cooperatives! set-ups throughout 
the country in order to determine whether or not the various 
cooperatives were operating under their respective acts 
Of. inheorporavion.o We think 2b only fel ood Ppieh tp thes 
we should invite any criticism or suggestions you may have 
to Iake as to the way we have operated the organization 
Since its inception, and therefore we submitted a brief in 
the belief that it would be helpful to you in determining 
whether or not we had done what we were supposed to do. 
We offered the brief in the hope that it would be helpful 
to some extent in your efforts to solve the problem 
confronting you. 

We did not submit, the brief, however, in orderyihat 
our cempetitors might have an opportunity of delving into 
our alfairs. You can see, asl] Said to you. the. other nighu, 
that it would be embarrassing to the directors, after they 
have interpreted the objects of this Commission in one 
wey, asl have tried to outlines to. be- told, that’ ghedgr. wiry 


io. SO,and soe, Lt is.rather gontlictine andy theretavart 


discussed with my Vice-President and one director unofficially 


yesterday for a few minutes the question of disclosing this 


information, and we have no hesitation in saying that we do 
not wish to have this information given to the private 
trade, to our competitors, unless of course you so decide. 


And if you do so decide, then naturally we shall expect the 


ee 
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Same information from our competitors. However, we leave 
that up to you. 

There is, however, one angle I would like to mention. 
The reports concerning the Commission which we hear over 
the radio and read in the press do not tell the dairy 
pool story and I wonder if .I could have your permission 
OG uwo Minutes to tell you just why we believe tie press 
has not told our Story. 

One impression that is very prevalent. is that co- 
operatives are becoming monopolistic in type, and that we 
are fast moving away from the original intention of the 
movement and becoming monopolistic. May I file this 


report with you, because we are interested, if it is of 


value to you, in your knowing something about the philosophy 


of Our OWN organization, Whide we have operated very 
carefully under the act of incorporation, we believe we 
have operated as a self-help organization and we like to 
think that we have done the job fairly well. We do not 
want to be classed as irresponsible citizens. We do not 
want the press or anyone else to have the opinion that we 
are trying to evade our just responsibilities.as citizens 
Of this country. If therefore) the Government have = 
problem on their hands we are prepared to do what we can to 
help them solve it. That is our objective. 

We do not want to defend for ourselves any special 
privilege, as we are being accused today of doing. I 
would like therefore to read to you something from the 
report which was read at our last annual meeting -- and I 
could submit many others that have been made during the 
eighteen years of our history. 

MR. MLLLIKEN: Will you tell the Commission whose 


report it is? 
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THE WITNESS: It is my report, submitted at the 
eighteenth annual meeting of the Dairy Co-operative 
Marketing Association Limited, read to the directors. 
if reflects the attitude of the directors. I quote from 
pages seven and nine the following paragraphs: 

"The gospel of centralization is not new. It has 
found its expression in the past in the growth of the great 
trusts and monopolies, sometimes international in character, 
These trusts and monopolies attained great power -- none 
of the people whose lives they affected had any control 
over them, and they have been blamed, with sound reason, 
for Many of the evils of modern times% depressions, want, 
starvation, unemployment and ware 

Tt Lee Law as Lenesistible eavthe taweonperavi taco 
that the more centralization we have, the narrower become 
Ge bounds sin, which the individual can move. 

"The producer ccoperatives were started in this country 
largely to combat these monopolies and to place control of 
production and marketing back ini tne handselol the people cc 
whom it belonged. 

"But even within the cooperatives in the past few 
years we have seen signs of the same trend -- worship of 
size and a tendency to ignore the basis of cooperative 
philosophy which is control by the members whom the co- 
Operative serves. 

"fCoopscratives must work together but cher does not 
mean that they must sink their identity in one super co- 
operative. We believe that there are definite limits on 
the size of cooperatives if they are to be controlled by 
the members they serve. That has been our policy and we 
hope that the menbers will continue to hold to this belief 


in spite of popular trends." 
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BY MR. PARKER: 

fa vo you. Wier tO tive the Tull report? "AL (Yes, 

MR. PARKER: In order that everyone may be happy, I 
give way now to a gentleman who, I believe, wishes to ask 
you a few questions. 

Tie NINO! L neve Made ny position clear. If 
Mr. Grosch wishes, he can have a copy of the statement.. 
l would rather he did have it. 

MR. GROSCH: In the first instance it was Counsel for 


tne Commissiom who asked’ for the statements. 1 did not ask 
t 
THE CHATRMAN: 1 believe you asked for them the other 


MR. GROSCH: I asked for the exhibits which I had not 
received, the exhibits to the brief. In any event, we are 
Deve UO. aSciey Lie Commission in sSoming to a, Conclusion, 


We are nob here as snoopers to find out what our competitor 
THE CHAIRMAN: I do not think there is any such 


MR. GROSCH: As long as the Commission has the 
informaticn, I am free to say we do not wish to look into 
VG oo, Gls 

THE CHAIRMAN: That. is very Tair, Mr. Grosenh. 

Mr. Milliken, have you any questions? You are representing 
Mr. Gooding? If you have not, then Mr. Grosch will examine 
him. 

BY MR. MILLIKEN: 

Qe I would like to ask you, Mr. Gooding, one or two 
questions revolving around the question asked by Mr. Parker, 
Which is of great interest to the Commission, and that is 


how far a producer can go, or whether he can go any distance 


re 


[ 
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at all, in what is called processing his product, and still 
be within the definition of a cooperative. Mr. Parker 
suggested -~ 1. am not saying that there is anything wrone 
about his question, because this is a difficult matter to 
determine -- that perhaps the Dairy PEL. was doing some- 
thing more than selling the produce of its members if it 
engaged in the making of buttere I wish to ask you a 
question or two along that Lee.) ) La oie, Cale: OL nae Soa 
are not allowed, are you, to take raw milk? As a matter 

of fact I saw it done in England in 1937, but you cannot 
take milk around in Saskatchewan in tin cans? 

A. No; it must be pasteurized. 

%e «and bottled? Ase YOSe 

Q» Sc that if you are to take the members’ product -- 


speaking of milk --. and, sell it, you have to do some kind 


of processing or manufacturing, however you wish to describe 


tt, bDerore you can dispose of AL? Ae Less 
THE CHATRMAN: Is pasteurization regarded as process- 
ae? 


Miss MO LLIN 2s a meatier (on Lact, sir, bleh ia ie 
Pars, step. 
MRe PARKER: The thin end of the wedge. 


Q\ 


BY MR. MILLIKEN: 


Qe 12 28sime the sate applies to cream. You are nop 
allowed to, sell raw crean? A, That is right. 

Q, So that when you take cream from your members, if 
you do not *turn it into butter or some other processed 
commodity, you cannot market it at all? A, That. is 
right. 

Q- Unless you sold it to someone who would turn it 


into butter? est et, ie. ehs 


Mee MLLLIKEN:  That-will be one of the difficult 
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questions for the Commission to determine -- at what 
Stage in the handling of the product the cooperative 
ceases to be a cooperative -- and it is also one of the 
est difficult questions which the organizations thernselves 
ao Tari ne They hope your Commission will give an answer, 
Mr. Chairman. 

MR. CHAIRMAN: That is, how far up the line they may 
ZO 

MR. MILLIKEN: Yes, before they have to stcp and some- 
One else takes over, 

BY MR. MILLIKEN: 

je Mr. Parker was asking you why you expected the 
borrower to whom you lent Money CO Treturie it tol you. The 
Cbvious answer would De, Ll Suppose, “thaw U2 ou. did noe 
it would be a very simple way of blocking the revolving 
docr altogether? A. Yes. 

Y- it take it, from the excerpts which you read a 
monent ago from your address and which you have filed 
with the Commission, that you are in favour of having 
competition -- that is, you are in favour of your ccoperate 
ive having competition from any cther business. 
4a Very definitely, 

Mi. MILLIKEN: Unless sornething comes out of the 
exakiination by Mr. Grosch, that is all I-wish to ask. 

BY MR. GROSCH: 

Qe On page two of your brief, in sub-clause Sd, you 
Say that in haking payments to the members you make "a 
final payment when the product has been ultinately disposed 
a I wish to call that to ycur attention and then 
refer you to-page six of the brief where you say you 


allocate to each member a certain amount -- that is line 


two =—— anGd then in line five -~ 


SE eS 
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As IL don't see the first one. 

4° You say: ‘Part of the sum due to each member 
already has been paid out as an initial payment at the 
tine the procuct was delivered. The remainder stands to 


his crecit." I want to give you an opportunity to correct 


these statements if you wish. A You, ere ‘referring 'to 
page six and what line? 


O. Gniline! two you diss) thetword allocate. 

Mas DEnhaRs 2 Lit iseiine one, 

MR, GROSCH: No, line two. It is the word allocate; 
and in line Tive there is this statement: ‘The remainder 
stands to his credit." 

THE WITNESS: Yes. 

BY MR. GROSCH: 

% Then in the last paragraph but one on page six 
you say: Joc, ge.payments may be delayed at the diserevion 
of the board of directors.....«"; then on page seven, 

Ia che Second paragraph; "wots. the distribution of ttaineL 
payments to members has been delayed......" and so on. 

Do you want to change that -- it seems to be inconsistent 
and I chought I would point it,out»-- of do you wish to 
have it stand? In one place you have these words “a final 
payment when the product has been ultimately disposed of" 
and later on you say 1% is placed to his credit and stands 


until the door revolves six or seven years. Which is the 


cS 


orrect statement? 

THE CHATRMAN: Do you.not think that-is a rather 
complicated question to put to the witness and ask him to 
answer it at once? He would have to compare the references 
in order to decide. However, he may be able to reply, 

THE WITNESS: I tried to cover it this morning. I 


cannot suggest any alteration. 
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MR. GROSCH: I am prepared to let it stand as it 
is. I simply wish to point out the inconsistency. 

THE CHASTRMAN: If you desire at any time to consider 
that question you are entitled to. 

THE WITNESS: The brief may be a’ little inconsistent. 
{ tried to explain that it is a layman's brief. We were 
trying to help the Commission, and we do not pretend for 
a moment that it is a legal document or anything of that 
Kind. ‘It is our own phrasing adopted in my office and as 
PpuUCm aL, 2Ope you will. “sadcepy, To. 

BY MR. GROSCH: 

Qe In your brief you say that you manufacture butter, 
cheese and dried milk powder. I understand you also manuf- 
acture’a form of cheese similar to Kraft cheese? &. Yes, 
processedo 
Q. Processed cheese we will call it? fie LOSS 

Q. Then you state as well that you have acquired 
other properties. You acquired the Prince Albert Creamery 
Company Limited. In view of information given the 
Commission in reply to questions asked either by members 
of the Commission or by Counsel, I will limit myself to 
just a few points. You say the value was arrived at and the 
price determined by two factors: ‘the value of the physical 
assets and on the basis of return; and the two practically 
correspond. Am I right? I understood that was your answer . 
A. «#pproximately, yese 

Q That is, you looked into the financial statements 
of Prince Albert Creameries and they showed a return to 
them which satisfied you that it was a good concern? 

As <208G Ts righ. 
Q. In that return of Prince slbert Creameries there 


just have been an item in the expense account covering certain 
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amounts paid in taxes? Ay I don't knows I did not sea 
the statement. 

4% They were an individual operator? A, Yes, 

Q.- May we not assume that? A. They were. 

Q- Therefore when you took them over you immediately 
claimed exemption from taxation? fie No, we have not. 


Q- But you have not put in any income tax returns? 


Q. And you have had them how many years? A. We 
have never received any income tax forms; we were never 
asked to return any. 

Q. You never put any returns in for your Association? 
Aw Thatiis rieht. 

Q.- and it has now absorbed Prince Albert Creameries? 
Xe. eS 
And therefore the Prince Albert, which was formerly 
paying income tax, does not now pay such taxes? A. IL would 
assums they were paying incone tax, but I don't know. 

Y They were a limited company? ie. Les, 

Q. Therefore, as assets to be purchased, they would 
have more value to you, who are tax-exempt, than to any-= 
body else who is not tax exempte The returns would be 
ereater, would they not? & You want me to answer that? 

Q. «deseopleass. f£. The answer is definitely 
that that is not entirely true. It is a sort of half 
trubh, 

Q Well, finish the other half. A, The other helt 
is this, that we have been asked by some independent firm 
to discuss and determine whether or not we would be 
interested in the purchase of their assets and we have 
said, "No; we are not interested in the price you mention." 


Independent dealers offered to purchase the business. 
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Q. That may be;but as far as the Prince Albert is 
conéerned you have told us that while it was operating as 

a privately owned or joint stock company it showed in its 
returas that it had made satisfactory profits, and that 
ineluded taxation under the Dominion Acts. Now you have 
taken them over and you have not paid taxes on that propery 
since? he That is correct « 

Q. Therefore the returns would be so much ereater, av 
least by reason of that one item -- if the efficiency were 
the same -- for you. Isn't that right? Isn't that ordinary 
arithmetic? fie) Leos 

Q@. You include an item in the expense account, taxes 
of the Dominion Government, $50,000 which is not in your 
accounte That is an expense for them but not for you. 
Therefore, as @ going concern to be operated by you, there 
was a double incentive for you to acquire them? 

A. 6 ot Gants. follow what your motive 16,-0r why you ere 
blaming USe 

Q. I am not blaming you for anything. . You were very 
shrewd , Mr. Gooding. 

MR. PARKER: Perhaps we had better have an understanding 
here. My learned friend has the right to question the 
witness, but not to make a series of pronouncements which 
may or may not be helpful to the Commission. 

THE CHAIRMAN: I must say that questions asked before 
the Commission have not all been entirely legal. 

MR. GROSCH: My learned friend has given one example 
of leading a witness. 

WR. MILLIKEN: I take it this is not a court and 
we are not supposed tc be exaiiining or cross-examining 
witnesses, but merely to be asking questions to elicit 


snformation that may be of assistance to the Commission. 
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If we can assist a witness by giving him an idea of what 
we are trying to get at we are helping the Commission in 
the shortest way possible. 

THE CHATRMAN: We can save a lot of time. 

THE WITNESS: In other words, I am not a prisoner. 

MR. GROSCH: No, even if you are in the box, 

tie Nitneoo.s 30 Lone ag it 2s not the dog house ses J 
Poult ii eto answer your question, Mr. Groseh.. You say 
that the dairy pool does not pay income tax, or that its 
members do not. 

BY MR. GROSCH: 

Q- No. I said that you as an Association did not put 
in any income tax returnse A. But the members of it do. 

0. We will come to that later. Take this pass book 
and the revolving door method. You enter credits from 
year to year in this pass book but the door, revolving, 
opens only in the ninth year or the seventh year, and only 
when it opens do the members receive the money. Therefore 
in the interval those credits are not receipts to your 
patronse And you state that there is no income tax in 
Uhe meantime, when they have not received it? A. Phat 
be Tiehte 

Q. There is no intome tax while their account is 
accumulating, and until the door opens in the seventh 
Se Winth year they do Not receive it cand then they ue 
it in their income tax returns. You pay no interest on that 
money, therefore there is no credit for interest in ths 
book, although to be fair you state that the amount of 
credits would be greater because you have not paid interest. 
On the other hand, if you borrowed money from anybody 
else, a loaning institution, you would pay interest and 


your returns would be that much less, and the company that 
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loaned the money would have to pay income tax on the 
interest they received from you? That is right? 
een piney ae Sisht. 

Q- So that the revenue department is out both ways? 
“He No, I don't think that is correct. I am not here to 
argue about it, but I don't think that is correct. 

Q. Well, then, let us develop it. The revenue 
department gets nothing for six or eight years because 
you have the use of that money free of interest? A. Yes. 
The revenue department does not get the use of any money 
from any company until it becomes taxable. 

Qe That is exactly my point, and it does not become 
taxable until the sixth or the eighth year as the case may 
Dee As 1% is capital and capital isnot taxable, Lt 
iS income that is taxable. 

Q. So the allotment or credit is not really an earnine 
OP VproLr ie? Ae Le Le seats 

Q it is capital, under the control of the directors? 
Beep baci e Tisht. 

Q. Because you state that you make loans but only 
under the authority of the directors. fa LHe See 

Qe You say that this is the patron's money but he 
cannot get it without the directors passing upon it? 

A. The members and the directors see to it, gir. 

Q- But there is a discretion with the directors. 
That is where the authority lies, is it not, with the 
directors? A. Is it a sin to have the directors guide 
the business for a firm? 

Q- I am not talking about sins; I am as'sing you what 
you do. You do that, don't you? Ae Of course, the 
directors have their duties to perform the same as in any 


other business, 
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Q- The same as in any other business; that is right? 


%- But when I get a dividend from a limited liability 
company it is income. Ae ee. 

Os» And I pay taxes on it? A. Y@S. 

Q Whereas when you make a credit entry in this book 
you say it is working capital and there is no income tax? 
ey ia 1s Lieht 

Q.- Because of your privileged position? A. A private 
company does not distribute all its profits to its patrons 
or Shareholders. The directors have the power to decide 
on behalf of the shareholders whether the dividend shall 


De se per Cent or 5-per cent or what not. But bhatedoce 


not mean that that is the total earning of the company for 


Qe I have no quarrel with you on that, but once the 
dividend is declared it is the property of the individual? 
a. SO is ours the moment it becomes -- 

Q- Wait a minute now, At the beginning of the year 
you as a Board of Directors determine that so much shall 
POTATO these different books. Isn't that equivalent to 
Ere ceclaration of a dividend? A. ‘No, definitely nou. 

je What 15 26 then? A. We have directors who de- 
termine for us how much shall go into the pass books. 

QJ. The directors determine it and we are never called 
in. None of us have had that privilege, A. Noy nos 

am sorry I cannot agree with you there. Suppose the 
Borden Dairies had put up the price: that determines what 
goes into the pass book if we wish to follow it -- if we 
iecide to accept it as the initial price. 

Q- So the price that we fix -- A. You don't fix 


any thinge 
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Q- Oh, allow us to do some little thing, won't you? 
The price that we fix determines what goes into the pass 
book? A. The current market price, the current initial 
payment certainly does, very definitely; and the trade 
senerdadlly is\ a factor. 

Q- In the pass book you have a note reminding all 
members that refunds, etc. “are part of the year's income 
and must be reported on your income tax returns." Is that 
the credit that is in the pass book? A. No, the amount 
of money we pay out. 

Qe In the seventh or ninth year? igen COS. 

Qe And in the interval there is no income tax re- 
turn? iy WON Os 

Q. A little further with respect to the revolving 
door. In 1944 you have an estimated surplus of about 
$255,000 -- the difference between $545,855.01 and $801, 0009 
A. There is something wrong with those figures. 

j. They are your fitures; 18am only subtracting: 

A. There is something wrong with them but I prefer not to 
ZO into that. You can explain it when going into our 
figures.' 

or 2 Like«it in @onereter forms) #2. 'l ‘know sou-ca, 

Qe When this door revolves six years from now, and 
eight years from now, you turn out in cash the amount earned 
in 1944. it has been your biggest year. A. This year? 
Oe L685 A. Of course, there is something wrong 
with those figures. 

Q- I am not particular about the year, but it is a 
little over a quarter of a million according to these figures. 
When the door revolves and you pay out that amount, that 
year may be a lean year. A, Yes. 


Q. And suppose you earn only a tenth of that. Where do 
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you get the balance to pay it? A. From the reserve. 

Q The reserve? ie OU 

Q- You cannot take it out of the reserve; you have 
only $50,000. A. Yes; but we have six years. 

.% Do you charge it back to them in the pass book? 
Oo. MeELLainly. 

Q- That is by authority of the directors? A. What 
do you mean, charge? The moneys that are credited in the 
pass book are in a liquid position and are able to be paid 
regardless of what we earn in the future. 

Q. But if you had a number of lean years it could all 
be wiped out. i. Yes, that is right, and we would go 
broke and would be very vulnerable. 

Q- If in the course of these recent years in which, 
no doubt owing to war conditions, the returns are large, 
you are accumulating large amounts and putting them in the 
pass book, do you not think thet you may then run into a 
period of lean years, which we might call normal years, 
when you have to pay these large amounts, and you will have 
ieah years in which to pay them out, +, But we have that 
Tevenucee! 

Q- Surely. But what I am getting at is that, if you 
had a continued period of lean years, the time might come 
when that would be all wiped out. Ae Yes, that is ¢orregy, 
But what about it? That is the point. 

Qe The Commission is asking for information and I am 
pointing it out. You bought a creamery at Young in 1943. 
What did you pay for Prince Albert? Be dle het neo ry our 
could not divulge that. 

THE CHAIRMAN: That is not of interest to the Commission. 

MR. GROSCH: It is, in this respect. I would suggest 
a figure, but I want to show that much of the assets has 


gone into the acquisition of other creameries. 
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THE CHATRMAN: I do not think you would be justified 

Ln Opening up thet line of examination. 
BY MR. GROSCH: 

Qs The trend, however, is that the last three or four 
years have been abnormal years as far as revenue return 
is concerned ~- the war years? A. Yes, the war years. 
That 1s only relatively true. 

Q Lam talking relatively. Aw No. You are talking 
in terms of trends, and our greatest development took place 
from the day we started until the year 1957, the first ten 
years, relatively, though it is true that we have earned 
more dollars and the volume has been greater in the war 
Voors., That as right. 

Q. The income tax deals with dollars and that is what 
fen trying to e6b at, and our complaint 16 Ghat. you are 
allowed to keep those dollars and we are not. He haa, 

Q. J think you said that the company manages the 
Saskatchewan pool? Ae LES. 

Qe And you get management fees? Ae the Dalry fooL 
gets the management fees. 

Q. ‘I was going to ask you what that remuneration 
amounts to. Ay Lvam Sorry. 

Q- i will refrain from that. B ut that goes inte 
your revenue? A, YO@S-. 

Q- And that helps to make up the revenue distributed 
to the patrons? A. Yes. 

Q- i suppose you do advertising? In the case of the 
individual companies, the Inspector of Income Tax looks 
over their statements and if he sees an item for adver- 
tising that is too high he cuts it down frequently. You 
have no such experience? Ae. NOs 


Q- You are free from that altogether? A. YeSe 
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os I have been able to get a copy of the producers 
‘contract. That is signed by the participating members, I 
as sume? feo. 

Qe You say you have 12,000? AS” No, 250. Thatas 
the milk producer section. 

Q- You have both a milk shipper section and a cream 
shipper section? A. Yes, but we don't use the cream 
shipper section. 

Q- You don't use a contract for cream shippers? 

A. No. We use a membership certificate. 
Q You use this contract for the milk shippers only? 
As Yes, 

Q. And there are only -- Re 600 Odds 

Q@- Are they the originals? A. ET am-sorry to say 
some of them have left us. 

Q But for the most part the originals are in? 

As VSS» 

Q% With respect to them clause 3 provides that they 
consign and deliver all dairy products to the Association? 

MR. PARKER: Are you reading from the brief? 

BY MR. GROSCH: 

Qe No, the producers contract. And clause 4 states 
that the producer agrees not to sell to any other person 
other than through the Association. He is tied to the 
Association; that is his one outlet for his product? 

Ae. YOS- 

Q- No other? 4. No other. 

Q. And that feature is compulsory? Ae Yess ALL 
he Dheas- to do is to“give hoticse if he dosan*t ike 74. 

Q. Then he ceases to be a member? Ae ¥8S8% 

Q. And when he ceases to be a member, if he has 


credits in the pass book what happens? A. It is gone, 
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if he does not continue to produce. 

Q. «and the effect has been to hold him pretty well? 
a. No. He has been very happy to come and join us. 

Q. He has not gone out? te Os 

Q. He has never left you? A. No; we never had one 
leave. We have had the odd cancellation due to going 
away. 

2. Clause 6 provides thet the procuder agrees to pay 
the Association for dairy products not delivered--that LS, 
in ease he should not delivor to the Association--at the 
rate of $20 per cow kept by the producer in the cream 
section, and $10 per cow kept by the producer in the milk 
section, Ai. T here may be lots in the contract I am not 
Pemitiar waar rt 46 eighteen years ago. But we never 
use it. There aré all kinds of clauses in the contract we 
never use. 

Qe It is just a serap of paper? Ae Yes. 

MR. PARKER: In this contract certain parts are 
struck out when dealing with cream and certain parts when 
dSsavine with wi lic} The part my learned friend is refer- 
ring to would be struck out of the milk contract. 

MR. GROSCH: Mr, Gooding says it is not enforced. 
I do not want to misrepresent anything. Does it still 
apply to the milk shippers? 

THE WITNESS: The contract? 

MR. GROSCH: Yes. 

THE WITNESS: That is Pisin. 

MR. GROSCH: TI will limit myself to the milk shipper 
if there is any objection. 

MR. PARKER: I am not objecting to anything, but 
questions should be so put that the witness ean under stand 


them. 
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B-17135 ~1713= Mr. Gooding 
BY MR. GROSCH: 

®- He is liable to pay. $10 per cow that he keeps if 

he does not sell his milk to your Association? A. May 
~.I take a look at the contract? It is many years ago since 
I saw ite 

Q- I want to keep this one though; I had an awful job 
getting it. How many cows on an average does the milk pro- 
ducer keep? A. I could not answer that -- from ten to 
sixty. Not many have sixty; that would be a large herd. 

Q- Clause 7 provides that there shall be an injunc- 
tion in case of a breach of contract. An injunction is an 
extraordinary remedy. A. I dontt see what the point is. 
In the year 1327 we followed certain cooperative practices 
that were in vogue at that time, but the real essence of 
the contract was that we agreed &to be loyal to one 
another during the life of the contract. 

THE CHAIRMAN: Have you departed from those 
objects? That is what Mr. Grosch is getting at. 

THE WITNESS: We never put these rules and 
regulations into practice. 

THE CHAIRMAN: What was the use of the contract? 

THE WITNESS: I-must frankly admit it is a very 
technical and legal document. The only part of the con- 
tract that we have recognized since the early inception 
of the organization is that we accept the $10 membership 
and are prepared to have deducted from the average price 
up to 10 per cent. Five per cent has been the amount and 
we have never varied it. 

BY MR. GROSCH: 


Q- It is a renewing contract from year to year? 


Q- You have about 250 members? A. Yes. 
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Y. That is, fluid milk producers? A. Yes. 


BY MR. ARNASON: 


Q. Has the Association ever taken legal steps against 


-any producers to enforce the contract? A. No. 


THE CHAIRMAN: What is the value of the contract? 
Is it, as you said a moment ago, a scrap of paper? 

THE WITNESS: No; I would not say that. We recognize 
it as a membership, with the right to deduct 5 per cent of 
tac average price of milk. | 

THE CHAIRMAN: I do not suppose you meant that you 
would use parts of the contract when it Suited your purpose 
and not at other times? 

THE WITNESS: We have never enforced the contract. 

BY MR. GROSCH: 
Q. The part of the contract that permits you to deduct 
DS per cent is enforced? et ees 

Re GROSCH:. Pardon me. According Go the Contract. 1% 
is 10 per cent -- *may deduct a sum not exceeding 10 per 
cent." 


The Commission adjourned at 2.15 Dem. 


The Commission resumed at 2.15 p.m. 


72y MIR. GROSCH: 

Q- Mr. Gooding, in Saskatoon you operate the head 
office of the dairy pool? Ae (ix 88, 

Q- IL understand you do not distribute milk in the 
ordinary sense to the man in the street? A. No, whole- 
sale. 

Q.- You wholesale it to whom? A. Retail distrib- 
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Qe Then they distribute the fluid milk. Do they all 
distribute? a wites. 

Q. They buy their supplies from you? Heel Ss 

Q- Am i correct in saying that no fluid milk is 
bought by them directly from the producer? A. No. , One 
concern has some producers of its own. 

Qs ‘That ‘is all? Agi Yes. 

¥¢ Have the other Saskatchewan cooperatives any 
people delivering cream directly? A. For butter-making 
purposes? 

Q. No, just cream. A, No; they buy their entire 
supp by itromiue. 

Q. Do they have cream for butter-making purposes 
delivered to them direct? Bis! 1 VSsi, 

Q» You of course have producers? A. Yes. 

Qe Have they any producers? A. Yes, cream producers. 

Q. But in their organization have they provision for 
producers? A. I would prefer not to interfere in the 
lives of others. 

Q- But you have a great deal of knowledge which would 
be valuable to the Commission and I would be glad to have 
that information, A. I just don't know how their member- 
ship stands; whether they have membership or not I could 
not say. They get shipments direct from the producers, the 
cream producers. 

Qe We will call them dairy farmers. Would that be 
more correct? Ae Yes. They get shipments direct from 

dairy farmers. What their standing towards the organiz- 
ation or firm is Indon't know. 


Q- Do they pay anything back to these dairy farmers 
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other than the initial payment? fer 2 ont Bhi ne so. 
That is just a guess. After all, it is not my business. 

Qe No. But there are two cooperatives operating. in 
that area in the Saskatoon district -- so-called co- 
operatives? A. Well, I would not say two so-called 
cooperatives, We claim sincerely, Mr. Grosch, that we 
alee COOpSsretive, The offierels wil} tel you the stand- 
ing of that organization. 

Q- tam in the unfortunate position of not Seeing any 
of them around. As Theat leernotiiy steault. 

Q- Anyway, I am Pan that you are here. We are 

getting a lot of information that will be pelprul to. tie 
Commission. Are there any other points in which you compete 
with another so-called cooperative, or a cooperative? 
Ae No. The Co-operative Creameries would be the only 
colipetitor we have in our territory, if you recognize Co- 
Operative Creameries as a competitor. 

Q- They use the name Co-operative? A. Yes. 

-Q- <&re they in Prince Albert? Fee nll. 


Qe In Melfort? A. Yes. We compete there. 


@& 
oe 


Let us come back to the pass book. May I ask one 
more question. Do you know whether Saskatchewan Go- 
operative Creameries operating in the Saskatoon area have 
Signed up anybody as producer? oe ena 

Q- You know none? Ae WNOEobhat . knowwot. 

4. In what form are the assets of the Association -- 
in cash? Ae NOt ALT a0 no. 

ei eeett Tnvcagh? fn. YOSs 

Qe Part in bonds? A. Oh yes. 
« Victory bonds? A. Yes, some, 
%- They are liquid investments? A. Yes. 


Q &re any of them in your fixed assets? A. Yee: 
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Q- Does this represent the total assets of the company? 
A. YeSe 

Q.- Ihere are no other assets in the nature of fixed 
assets or otherwise? — A, That is correct. 

Q- Except the fees? ize The membership fees, yes; 
that is very small, 

Q- Is there any other amount that enters into the 
assets that I have not mentioned? I have mentioned cash 
and bands. Ae Yes. 

Qe And your own property. Ae Y@S,. 

Q.- Have you shares in any other? ere Oi 

Q- About what amount have you in bonds? &e Is that 
necessary? 

THE CHATRMAN: You will not hurt yourself answering that. 

THE WITNESS: Approximately $160,000, 

BY MR. GROSCH: 
ue iNet Keeps the asset diquid, 9. um. ‘Yess 

We ifey are readily converted? Ae ‘Yes, 

Qe You obtain 3 per cent on the bonds, A. Yes. 

Qe That goes into the earnings? Ae No. Lt goes to 
reduce our expenses. 

Qe itooes part of your Aneoner A. Yes. It reduces 
head office overhead, 

BY MR. MILLIKEN: 

Qe The creameries that you bought out, were they 
Darthnerships.or joint. stock companies? Bas LOLNG Ssuocr 
companies. One was individual ownership as far as I know. 
We dealt with the individual only. 

MR. MILLIKEN: I have no more questions. 

THE WITNESS: May I say how much I appreciate the 
courtesies extended to us and add once more that we shall be 


only too happy to send to you at any time any information we 
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we can give that will be in any way helpful to you. I also 
wish to thank Mr. Grosch for his courtesy in cross-examination. 
MR. MILLIKEN: I may say, Mr. Chairman, that there are 
one or two other producer pools in this province that have 
not appeared before you and it might be that you would 
like to get information from them. I am not in a position 
to speak for them, however. There is the Alfalfa Seed 
Pool, which operates under contract whereby their growers 
gere6 to deliver ‘to them. ~ There ic the Honey Pool. I do 
not know much about it. Mr. Arnason can tell you more about 
it than I can. You have not all types of producer organiz—- 
ations in this province before you when you have heard the 
creameries and the grain pools alone. 
THE CHAIRMAN: I realize that, but briefs were not filed 
on behalf of these organizations you speak of. 
MR. MILLIKEN: I am merely calling it to your attention 
so that if you care to Seats with them you may do so. 
MR. GROSCH: May I call attention to the fact that 
the largest so-called dairy pool, Saskatchewan Co-operative 
Creameries Limited, neither filed a brief, as I understand -- 
correct ime if I am wrong -- nor appeared before YOue 
Mr. Gooding took the brunt of everything. We were most 
anxious to see them here. 


THE CHAIRMAN: I declare the Regina sessions concluded, 


-- The Commission thereupon adjourned to meet in 


Winnipeg on Monday, February, 1945, at 10.30 a. m. 
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